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The Proposed Marketing Agreement and Order for the St. Louis Marketing 
Area oy is intended to regulate the handling of milk in the current of inter- 
state commerce in the St. Louis, Missouri, Marketing Area, pursuant to the 
Agricultural Marketing Agreenent Act of 1937 (Public Now 137, 75th Congress). oe 
The purpose of the proposed marketing agreement..anéd proposed order is to 
maintain orderly marketing conditions in the St. Louis Marketing Area and 
to assure producers, of prices for their milk, which in the light of current 
conditions of supply and demand are.in accordance with the policy of Congress 
as stated in the Agricultural Marketing Azgreement Acts The principal methods 
proposed for accomplishing these purposes areé:” 

1. The classification of milk according to use: 

ee The fixing of minimum prices which handlers must pay for milk 
sole in each class: and 

Se The payment by cach handler of uniform prices to producers, with 
certain adjustments, through the use of individual handler pools. 


The economic basis for the proposed marketing agreement and proposed 
orcer is set forth in the following sections of this paper. 
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iy This bricf was prepared by the following members of the Dairy 
Section, Agricultural Adjustment Administration, United States Department 
of Agriculture: P. Le Miller, H. I. Richards, and W,:G. Sullivan. 


2/ See Section II for a description of the St. Louis Marketing Area. 
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Economic Conditions with Respect to Milk Producers Supplying 
the Ste Louis, Missouri, Marketing Area 


Milk producérs of the United States and especially those pro- 
ducers supplying the St. Louis Marketing Area have experienced acute 
economic distress since 1930. Such economic distress has been in 
part due to and accompanied by a break-down of the orderly marketing 
processes which assure milk producers of an equitable return for the 
product they produces The proposed marketing Agreement and Order is 
designed to facilitaté. the orderly marketing of milk in the St. Louis 
Marketing Area. f: | 


An analysis of data pertaining to income received by farmers 
in the United States and in the States contributing to the milk supply 
of the Ste Louis market clearly indicates the economic distress of 
milk producers since 1930. The cash income from dairy products sold 
from farms in the United States and from farms in the States: of 
Illinois and Missouri (which States contribute to the milk supply of 
St. Louis) by years from 1929 to 1935, are presented in Laplevie 2o 
1929 the cash income received by farmers in the United States was 
$1, 847,235,000, whereas in 1933 such income had fallen to $988,880, 000, 
a decline of 46.5 percent. Although such a decline in cash income 
from dairy products indicates extreme economic hardship for milk pro- 
ducers of the United States as a whole, milk producers of Missouri 
were subjected to an even greater decline in cash income from dairy 
productse In 1929 Missouri farmers received.a cash income of 
$48,657,000 from the sale of dairy products. By 1933 cash income had 
fallen to $24,835,000, a decline of 49 percent. Illinois farmers also 
suffered a serious decline in cash income from dairy products in the 
1929-1933 period. Illinois farmers received $86,977,000 from the sale 
of their dairy products in 1929 but in 1933. such income stood at 
$50,492,000 or a decline of 41.9 percent. (See table 1.) 


The extreme economic emergency which confronted dairy farmers 
in 1933 is also indicated by the declines in gross income received 
from dairy products during the 1929 to 1933 periods In 1929 all farms 
in the United States obtained a gross income of $2,322,553,000 from 
the production of dairy products but in 1933 such income was only 
$1,262,554,000, which represents a decline of 45.6 percent from the 
1929 level. In Missouri the gross income from dairy products in 1929 
was $66,311,000 while in 1933 such income was only $34,280,000. In 
1929 Illinois farmers obtained a gross income of $104,376,000 from 
their dairy products, whereas by 1933 such income had fallen to 
$61,235,000. Gross income obtained from dairy products by Missouri 
and Illinois farmers in 1933 represented declines of 48.3 and 41.3 
percent respectively from such income in 1929. (See table 2.) It is 
obvious from a study of the data pertaining to cash and gross income 
received from dairy products that dairy farmers in the United States 
and in the States contributing to the milk supply of the St. Louis 
Marketing Area were facing a grave economic emergency in 1933. 
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Since 1933, due in part to the institution of Federal regulation 
in many of the large milk markets of tne country, orderly marketing 
processes have been restored to some extent with the result that although 
income received by farmers pen dairy products is still very much below 
1929 levels, such income has been increased considerably over 1933 levels. 
In 1935 (which ‘vear-is the ee for which'data are available) cash 
income received from the sale of dairy products by farmers in the United 
States was $1,292,113,000 and, although CO ee above 1933 levels, was 
still 30.1 percent below such income in 192 In 1935 Missouri farmers 
received a cash income of $32,556,000 from oe sale of dairy productse 
Tais income also was greater in. 1935 than in 1933 but was still 33.1 
percent below the 1929 level. The cash income received by Illinois 
farmers in 1935, $64,498,000, was 25.8 percent belowthe 1929 figure 
biel 6el). : ' 


The data on gross income from milk pvoduced on farms in the 

United States and in the States of Missouri and Illinois also indicate 

at although the economic position of dairy farmers is more favorable 
at en ae than in 1933, such economic position is still very untavor- 
able when compared -to 1929. In.1935 the gross income from milk 
proéuced on farms in the United States was $1,680,625,000 or 27.6 
percent below such income in 1929. In Illinois anc Wissouri gross 
income from milk was $77,274,000 and $45,114,000 respectively. The 
«ross income from milk in 1935 was . percent below 1929 levels for 
Illinois and 30.5 percent below 1929 levels for Missouri. (See table ire 
It is apparent, therefore, that are oues milk producers of Illinois anc 
Missouri are at present in a relatively more favorable position than 
was the case in 1933, there is still much to be desired before milk 
producers in these States are in a satisfactory economic position. 


The dairy enterprise has always pdeen: an important source of 
cash revenue to American farmers, as well as to farmers in Illinois and 
Missouri. During the period from 1929 to 1935, American farmers 
received from 17.9 to 22.6 percent of their cash income from total farm 
production from the sale of dairy products, the average for the period 
being aporoximately 20 percent. The dairy enterprise as a source of 
cash revenue is approximately as important to Illinois farmers as is 
the case for the United States as a wholce During the period from 1929 
to 1935 the percentaze which cash income from dairy products was of 
cash income from total farm production ranged from 15.6 to 22.3 percent, 
an average of about 19 percente In Missouri the cash income received 
from dairy products ranged from 13.8 to 17.0 percent of the income 
received from total farm production during the 1929 to 19455 period. (See 
table 3). The cash income to Missouri farmers from dairy products 
Guring this period averaged about 15 percent of cash income from total 
farm production. Obviously therefore, any program that remedies 
uneconomic practices in the marketing of milk in the St. Louis 
Marketing Area and raises the prices received by farmers for this 
milk will have an important beneficial effect on the economic status 
of farmers in the States of Illinois and Missouri. 
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Too Character of the Commerce in Milk in the 
Ste houis larxeting Area 


The St. Louis Marketing Area, being. compris sed of' cities and towns in 
both Illinois and Missouri and securing its milk from producers located in 
both States, obtains the greatest proportion of its milk through the 
channels of interstate commerce. The data presented in table 4 snow. the 
volumes of milk handled in the St. Louis Marketing Area from March 1924 to 
December 1936 by States of origine As the data indicate, St. Louis obtains 
its total supply of fluid milk from the States of Illinois and Missouri. 

‘By far the greater portion of the supplies at that market are shipped in by 
producers residing in Illinois.e In 1935, 77.8 percent of the market supply 
fluié milk was obtained from Illinois producers and 22.2 percent from 

Missouri preducers. .In 1936, Illinois producers contributed 78.9 percent and 

Missouri producers Die 1 vercent of the fluid milk supply of the St. Louis 
Marketing Area. Since the most important cecnter of consumption, LeGe, Pe 
scity of St. Louis itself, is in the State of ifissouri, the importance of the 
interstate commerce in ‘fluid milk in tne Ste Louis Marketing Area is 
immediately apparent. 


For the purvose of considering the interstate aspects of the commerce 
in fluid milk in the St. Louis liarketing Area in detail, handlers have been 
grouped into four zeneral types in accordance with the sources of the eir sup- 
plies and the location of their places of business, as follows: 

Type I - Handlers located in ifissouri and purchasing milk from pro- 

ducers located in the State of Missouri only. 

Type II -Handlers located in Missouri and purchasing 1 milk directly 

from ovroducers located in the State of Illinois only. 

Type IIlI-Handlers located. in Missouri ond purchasing milk directly 

from oroducers located in the States of Missouri and Illinois. 

Type IV- Handlers located in Illinois purchasing milk from producers 
located. inwlTlinove, only. 

period ea LISS) tovsune bso tiene was a total of 50 handlers in 

ing eroca; lor taeses5O whoa were classified as type 1,14 2shiyper es 

ties type anc "12 as type IV. Handlers of the second and third types are 

clearly handlers of milk which has crossed State lines. Missouri handlers 

who received their total supplies from Illinois producers only (AeGs, supe 

II handlers) purchased: 68,435,435 pounds during the July 1935 through | 

June 1936 period. Such purchases amounted to 22 percent of all milk pur- 

chased from Illinois producers by St. Louis handlerg and 17.5 percent of all 

milk eee cae in the markete 


ee 
eti 
pu 


. During this one-year period, type III handlers, (i-e., Missouri handlers 
purchasing from both Illinois and Missouri producers) purchased 64,130,456 
pounds of milk from Missouri producers and 206,037,284 pounds from 
Illinois producers. Purchases made by such handlers from Missouri »ro- 
ducers amounted to 80 percent of all milk purchased from Missouri pro- 
ducers and 16.4 percent of the milk purchased from all »roducers supplying 
the St. Louis Marketing Area, The 206,087,284 pounds of milk purchased by 


Table 4,~ ST. LOUIS, MISSOURI: 


Year 
and Month 


1934 
March 
April 
May 
June 
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August 


September ©! 


- October 
November 
December 

1935 
January 

_ february 
March 
April 
May 
June 
July 
August 

september 

. October 
November 

December 

Total 
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January 
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- Purchases of--mil 


k..from-Producers by 


States of origin, and'‘petcent of total 
‘by months, March:1934-Désember 1936. 


‘Percent v- 
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Compiled from the reports of the Market Administrator. 


: 39,697,879 


37, 552, 328 
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32,569,722 
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29,745,080 
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these Missouri handlers from Illinois producers amounted to 66+ percent of all 
the milk purchased from Illinois producers and 52.8 percent of all milk handled 
in the marketing area. Handlers of this type :(ise.,. type IV,. who handled the 
milk of both Illinois and Missouri. producers) purchased 69.2 percent of all 
milk handled in the marketing area during the twelve-month period under dis- 
cussion. 


The 13 type I handlers located in Missouri and purchasing all of their 
milk from Missouri: producers purchased 15,992,850 pounds of milk éuring 
the twelve-month period from July.1935 through June 1936. This volume of milk 
amounted to 20 percent of all milk purchased by St. Louis handlers from Missouri 
producers and 4.1 percent of all mile purchased by handlers during this periods ~ 
(See table. 5). | ; 


Tlithois rire purchasing from Illinois producers only, purchased a 
total of 36,.089,684 pouncs of millc during the period July 1935 to June 1936, 
which volume of milk WAS equal to by Tey percent of all milk purchased from _ 
Illinois producers and. 9.2 percent of all milk handled in the area during the 
period. There were no Illinois handlers who purchased any milk from Missouri 
procucers during this period. | 


Tae foregoing data indicate conclusively that by far the largest pro- 
portion of the milk handled and distributed in the St.,Louis Marketing Area 
crosses State lines or becomes mingled with milk which has,crossed State lines. 
The fourteen Missouri handlers designated as type II who secure their total 
supplies from Illinois producers must unduestionably be considered as ootaining 
their total supplies in the current of interstate commerce, Such handlers 
handled 17.5 percent of all milk inithe marketing area during the period for 
which data are presented. 

Type III handlers: (ieee, hendlers located in Missouri and purchasing from 
procucers in Illinois and Missouri) must: also be considered as handlers of milk 
which crosses State lines or which be ecomes mingled with milk which crosses 
State lines, because such handlers. received the greatest vortion of: their milk 
from Illinois producers and such milk because of the nature of plant operations, 
necessarily becomes mingled with ’such milk as was purchased ao ifissouri 
producers. Handlers of this type purchased 69.2 percent of all milk handled in 
the marketing area. Of the total milk handled ‘by handlers of this type 76.3 
percent was aueohnaed ‘from Illinois producers and directly in the current of 
interstate commerce. The remaining 33.7 percent must also ‘be considered as 
being in the current of interstate commerce in milk because such milk was mixed 
with milk tHat had moved across Staté linese It ig evident, therefore, that 
24,242,719 pounds (ives, 68,435,435 ‘pounds handled by type II handlers, 
plus 206,037,284 pounds purchased from Illinois producers by type III handlers) 
Out. OF me hae el Of (590, S85," 709 a Or Beez percent, ache in the mar—- 
keting area ‘during the Crelvecaanen.: yeriod, directly novece ‘ACTOS tate lines 
and 338,603,175 pounds or 86.7. meron: of aut milk handled in ie marketing 
area was either moved across Sta we lines or was mingled with milk which had 
SO moved and thereby directly burdened, obstructed, or affccted interstate 
commerce in milk in the St. Louis Marketing Area. hs 
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The extent of the interstate commerce in milk is not fully indicated 
by the data on the location of handlers in relation to their sources of 
supply, because a considerable number.of distributors also resell a part of 
their milk across State lines. Although definite data are not available 
with respect to the actual amounts of milk which are resold in interstate 
commerce in the Ste Louis Marketing Area, the amount of milk resold in this 
way is believed to be considerable. Thus, although the data indicate that 
86.7 percent of the milk moves across. State lines or is mingled with milk 
that has so moved, actually the proportion of milk waich moves injinter= 
state commerce or becomes mingled witn milk that ‘has moved, or is intended 
for resale, in the current'-of interstate commerce, is considerably more 
than the data indicate. It is quite likely, however, that a small amount 
of milk never enters: the current of interstate commerce, nor is mixed with 
milk which has been in-or is intended for resale in the current of such 
commerce. : i 


Section 8c(1)of the Agricultural Marketing Agreement Act of 1937 
provides that: "The Secretary of Agriculture shall, subject to the provisions 
of this section, issue and from time to time amend, orders applicable to 
processors, associations of producers, and others engaged in the handling of 
any agricultural commodity or product thereof specified in subsection (2) of 
this section. Such persons are referred to in this title as 'handlers!. 
Such orders shall regulate, in the manner hereinafter in this section pro- 
vided, only such handling of such agricultural commodity, or product thereof, 
as is in the current of interstate or forcign commerce, or which directly 
burdens, obstructs, or affects, interstate or foreign commerce in such com- 
modity or product thereof." | 


As has already been indicated the greater portion of the milk handled 
in the St. Louis Marketing Area either moves across State lines or is mingled 
with milk that has moved across State lines. The question as to the cegree 
to which the regulation of commerce in milk as specified in the proposed 
marketing agreement and order must be extended to the handling of milk that 
Goes not move across State lines, obviously depends upon the extent to which 
the handling of such-milk burdens, obstructs, or affects the interstate com-— 
merce in milk-in the St. Louis Marketing Area. The proposed marketing 
agrecment and order fixes the minimum prices which handlers must pay for 
milk. If such prices were fixed with respect to that milk which either moves 
across State lines or becomes mingled with such milk and were not fixed 
with respect to that milk which does not move across State lines, or become 
mingled therewith, it would be impossible.for the proposed marketing agree- 
ment and order to raise prices to producers and to effectuate the oolicy of 
Congress as stated in the Agricultural Marketing Agreement Act of 1937. The 
reason for this is that, with the minimum prices: fixed, with resvect to that 
milk which moves across State lines, or becomes mingled therewith, handlers 
woulc change the sources of their supplies in order to secure milk with 
respect to which such prices were not fixed, i.c., milk not moving across 
State lines nor becoming mingled theréwith, since they probably could secure 
such milk at prices lower than the level of prices provided for in the 
proposed marketing agreement and order. Thus, ‘not only would the volume 


‘w LL e 
of milk moving across State lines and that ordinarily mingled with such milk 
be reduced, but the prices received by producers who would be left without 
a market for their milk in the St. Louis Marketing Area through handlers 
changing their sources of supplies would be reduced materially below the 
level specified in the order. This would result because these producers 
would have no alternative market for their milk except in manufactured dairy 
preducts, in which case the prices they would receive for their milk would 
be materially lower than:the prices they: receive when their milk is sold for 
use as fluid milk and fluid cream. 3/ 


It is obvious that the competition between milk from the different 
sources would bring about the results set forth in the preceding paragraph. 
Handlers who handle milk in the St. Lowis Marketing Area have not priced 
milk differently to different producers in the past in accordance with the 
State of origin of the milk. ‘Thus, except for location adjustments which | 
apply to all producers and which are determined. on the basis of distance 
and not on the basis of the State in which the producer resides, prices have 
been the same. The fact that no differentiation,is made between the milk 
produced in the two States is indicated by the fact. that the Sanitary Milk 
Producers! Association, a bargaining cooperative, makes no distinction be- 
tween milk shipped by Illinois shippers and milk shipped by Missouri shippers. 


The foregoing facts and considerations demonstrate conclusively that 
much the greater portion of all milk handled in. the St. Louis,Marketing Area 
actually moves across State lines or is directly mingled with milk which has 
so moved and that in order to regulate such milk so as to effectuate the de- 
clared policy: of Congress as stated in the Agricultural Marketing Agreement 
Act of 1937, all other milk which is handled in the marketing areca must also 
be regulated. 


Previous analysis in this paper has been directed toward indicating the 
necessity for some program which would improve the economic status of. milk 
producers in Illinois and Missouri and in showing that because dairying is such 
an important source of cash income to farmers in these States, any program 
which would increase the income received from the production of dairy products 
would have an important beneficial effect on farm incomes in the area. Tne 
importance of the interstate aspects of the commerce in milk in the St. Louis 
Marketing Area has been developed in order to indicate the basis for Federal 
regulation in this marketing area. Attention will now be directed toward the 
conditions surrounding the production of milk in the supply area and toward 
Conditions in the marketing area which have an effect on the supply of and the 
demand for milk in order to establish a basis, for determining the reason~ 
ableness, in the light of current conditions of supply and demand, of the 
prices provided in the proposed marketing agreement and order. . 


ies Sasson ata ee 


3/ See Gaumnitz, E. W., and Reed, 0. M., The Price Structure for Milk, 
Technical -Paper No. 1, Dairy Section, U. S. Dept. of Agriculture. 
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Supply Conditions in the Area Supplying Milk to _ 


the Ste Louis Marketing Area. 


A. Location and Boundaries of the Mil Supply Area. | at 


The area in which the milk supply of St. .Louis.is produced covers 
approximately 28 counties in Illinois and 24. couities in Missouri. Of the 
more than 10,000. producers: shipping milk to the St. Louis market about 80 
percent reside in Illinois and 20, percent in Missouri. The four counties 
that produce the greatest amount of milk for the St. Louis market are 
Madison, Clinton, St. Clair, and Washington, all in Illinois. (See table 
6 and figure l..) . The production area extends much farther into lilinovsss 
than into Missouri, due partly to. the availability of greater supplies but, 
in a large degree,:as a result of the earlier construction of "hard" roads 
by the State of Illinois. Later construction of improved roads in Missouri 
opened, the market to a: large number of Missorui producers,,with the con-~ 
sequence that a rather large surplus over fluid milk and cream needs became 
available in the market. 


B. Type of Farming in the Area 


A general description of the type of farming found in the area from 
which St. Louis draws its milk supply is presented in table 7. The areas 
closest to St. Lovis are mainly characterized by the production of fruit, 
vegetables, poultry, and dairy products. However, in certain portions of 
the supply area the production of grains and livestock and other general 
farming types is important. A study of type of farming in Illinois made by 
the Illinois Agricultural Experiment Station shows that the greater portion 
of the Illinois part of the St. Louis milkshed is adapted to wheat, dairy,’ 
and poultry farming.4/ The outer edges of the area in Illinois, however,” — 
reach into general farming and cash grain sections’on the north and into mixed 
farming areas on the east and south. Production of dairy products is not 
intensive in the Missouri portion of the area; and the wide extent to which 
the milkshed reaches into Illinois may also be explained in part by the 
poor soil in that part of the area. 


In areas characterized by many and diversified types of farming, as 
is the case in the St. Louis supply area, farmers can readily shift from 
one line of production to another if the returns from the enterprise in 
which they have been engaged become less favorable than the returns to be 
obtained from some alternative enterprise. It is necessary, therefore, in 
studying supply conditions in the St. Louis milkshed to take cognizance of 
the returns to be derived from such alternative enterprises as the production 
of beet cattle, hogs, ssuducom. 


4/ Case, H.C.M., and Meyers, K. Me, Types of Farming in Illinois, 
Illinois Agricultural Experiment Station Bulletin 403, June 1934. 
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Table 6.~— Volume of milk produced, by counties, < 
St. Louis, Missouri, production area, 
June 1933—May 1934. 
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mi Liziois ‘Volume of | Percent of | Missouri : Volume of ‘Percent of 


Counties ‘milk produced: _total =: Counties imilk produced =! total _ 
: 1,000,000 pounds: Percent : 1,000,000 pounds , Percent ° 
Madison 7503 22.24 : Jefferson 20.3 O. Baaag 
Clinton 43.5 12.85 ‘Franklin 19.9  Gieee 
wi. Clair 36.6 TOWSlas = St Charlee 6.2 78S 
Washington | 31.3 9.24 ‘Lincoln eet 6.48 
Randolph Cael 6.79 ‘Marion 50 6.35 
Effingham 20 » 6.03 :St. Louis ! 4.0 5.08 
Bond 15.7 U,64 ‘Texas bao 4.19 
Montgomery ‘| 15.0 4Ue4u3 + Pike ee 3430 
Macoupin 14.3 4.22 : Montgomery 1.9 a 2.4 
Fayette 12.6 3.72 ‘Audrain ‘eG 2203 
Marion 9.5 Cet inch REG eh ‘ a ee 
Greem> Tie: 2.16 : Crawford 14 ie 
Monroe S.7 2e0{)  enelps il eal 1.40 
Jersey 6.0 1.77 ‘Howell tag ; ales) 
Shelby Use 1.24 «Warren Ae G2 
Moultrie 3.6 1.06 ‘Gasconade | 28 ; Lae 
Perry 1.9 056 Osage 6 76 
Clark eo soo ee cols 5 64 
Douglas 15 oe seRAlle ee «5k 
Coles Lee] 050 'Maries we 025 
Cumberland 1.5 44  : Oregon Ae 025 
Christian 1.4 41 ‘Washington |: mi) oh5 
Jackson 4 -ler Other . 
Piatt ; 4 | -12 counties } =i . Ba 
Jasper . 3 | 009 : Total 187 | 100-005 FF 
Jefferson a 0060 | OREN 
Clay : al 05 © total 4173 
Sangamon “ue 03 ‘Percent Illinois (Siwk ss 
Total 338.6 100.00 + Percent Missouri 18.9 


Bartlett, R. W., St. Louis Milk Problems with Suggested Solutions, University 
of [llinois, Agricultural Experiment Station, Bulletin 412, April 1935, p.178. 
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TABLE 7. - TYPES OF FARMING ARHAS IN ST. LOUIS AREA 


Description and. Percent of Income from Dairying 
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General, self~sufficing, livestock,. poultry, 
cash-grain 
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United States. 


Ot cae 


Description. «. wij we |) Percents 
i 3 a cngomens Frome 
Dairying =: 
Northern Missouri — Livestock, general farming 9 . 
Similar to (A) with lower corn production and fewer hogs... ze) 
Similar to (A), less livestock, more cash-grain and crane 20 
Ozark border ~ General, livestock, self-sufficing 14 
Middle Ozark Plateau - General, livestock, Ei? aur ici as, 
part-time Le 
Similar to (A), less livestock, more self-sufficing 7 
Ozark plateau — Dairy, livestock, poultry, self-—sufficing 2 SO: 
Ozark ~ General farming, livestock, self~sufficing. Le 
Cash-grain (wheat, corn, and oats) . 
Morgan—Scott, Macoupin ~ Cash-grain, livestock, general, some 
dairy 
Southwest Illinois — General, dairy, eer eae poultry, 
self-—sufficing oGre 
St. LOUls = Dairy, truck, ee cash-grain,. poultry, 
potatoes ay 
Centralia — Fruit, dairy; ee St aerieineg, penerel 
Southern Illinois —- Poultry, general, self-sufficing 
General, self-sufficing, part-time, some 
poultry, dairy 15 
Fruit, truck, general, poultry, self 
sufficing 8 
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St. Louis igs situated in an area in which land is predominantly 
used for agricultural purposes. In 1929 only one of the eh Missouri coun- 
ties of the milkshed had less than 50 percent and only three had less than 
60 percent of the land in use in farms. By 1934, according to the Census 
of Agriculture, 1935,.-only one-Missouri county had less than 60 percent of 
its land in use on farmse In the counties of thé Illinois portion of the 
milkshed no counties-had less than 60 percent of the land in farms in 
either 1929 or 1934. In all cownties of the supply area the percentage of 
land in farms increased during the 1929-1934 period. (See table &.) 


¥ The growing of pasture seems to be a relatively more important enter-— 
prise to Missouri farmers of the milkshed than to Illinois farmers. In 
1934, 47.2 percent of farm land in Missouri was in pasture, while. in Illinois 
only 25.9 percent of the land in farms was used as pasture. The percentage 
of land in pasture tended to increase in the supply area from 1929 to 1934. 
In Missouri there was an increase in the percentage of land used as pasture 
in all but one county of the supply area, whilein Illinois there was an 
increase in the percentage of land in pasture in 17. owt of the 28 counties 
of the milkshed. The percentage of land in pasture increased in each of 
the States as a whole, with such percentage increasing from Ho bomenes 
in Missouri, and from 24.8 to 25-9 in Illinois during the five-year period. 


During the five-year period between the 1930 and 1935 census the 
percentage of land which was used for growing hay increased in Illinois 
and decreased in Missouri, while the land used for all crops, -especially 
corn and threshed oats, decreased in both Illinois and Missouri and in most 
of the counties of the millkshed. “In 1929 in Missouri 11.1 percent of all land 
was used for growing hay and in 1934 such percentage had dropped to 9.6, 
while in Illinois, meanwhile, the percentage of land used for hay increased 
from 9e5 to 10e2c. The percentage of land used in the production of all 
crops decreased from 46.4 to 41.7 percent in Missouri and from 6869 to 66.8 
percent in Illinois. Decreases in the percentage of land used for all crops 
were reported in all but one Missouri and three Illinois counties of the 
milkshed during this period. ‘The percentage of land used for corn dropped 
from 16.5 in ‘1929. to, 13.8 in 1934 in Missouri, and land ue6ed for the aawe 
purpose in Illinois decreased from 27.9 to 24.7 percent of all farm Jand 
during the same period. Highteen out of the 24 Missouri counties and 16 
of the 2& Illinois counties reported decreases in the percentage of all 
land that was used for raising corn. The percentage of land used for 
threshed oats in Illinois decreased from 12.6 in 1929 to 8.3 in 1954 seend 
from 300 percent to le7 percent in Missouri. Only one Missouri and five 
Illinois counties of the milkghed reported increases in the land used for 
threshed oats in this period. (See table 8.) 


Ce Size of farms 


The size of farms in the counties of the St. Louis milkshed are 
generally larger than the average size of farms for the States in which the 


Table 8.= Use of land in selected counties in the St. Louis 
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Milk Supply Area, 1929 and 1934. 
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Missouri and Illinois. 
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Table 8.(Con't.)-Use of land in selected counties in the St. Louis 
Milk Supply Area, 1929 and 19344 
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counties are located. The average size of farms in Missouri in 1929 was 
131.8 acres, whereas in only 7 of the 2 Missouri counties of the milkshed 
was the average size of farms less than 140 acres. In the Illinois coun- 
tics of the milksned ‘the ‘size of farms was gonerally smaller than the 
Missouri counties, with 17 out. of the 2% counties of the milkshed being 
reported as having farms whose average size was less than 140 acres and in. 
23 out of 28 the average size was less than 150 acres. The average size. 
of farms in the State of Illinois, 143.1 acres, was larger than the aver- 
age size of farms in Missouri. (See table 9.). . i 


The counties of the milkshed seem to be more or less evenly divided 
with respect to the average size of dairy type farms 5/ in relation %o the 
average size of all farms. In Missouri le of the 24 counties reported dairy 
type farms the average size of which was larger than the average of all 
farms in the. respective countios. In Illinois 18 counties reported dairy 
farms with average sizes greater than the average of all farms. (See table 


9) 
C. Character of the Dairy Herds 


In general, dairying is not highly specialized in the St. Louis milk 
shed. In most counties of the milkshed the average number of cows per farm 
was between 4 and 5, averaging slightly more than 4 for the milkshed as a 
whole. The number of milk cows per dairy farm, of course, was considerably 
greater than the average kept on all farms. All counties of the milkshed 
reported the average number of cows on dairy farms to be more than 6, while 
9 counties reported an’ average:number ef dairy cows per dairy type farm of 
more than 10. (See table 9.) 


The proportion of dairy and beef cattle varies in. the different 
Counties of the milkshed, with beef cattle generally predominating. In only 
one Missouri county and six Illinois counties were dairy cattle found 
to account for more than 50 percent of all cattle. In Washington County, 
Missouri, for instance, only 23.6 percent of all cattle were milk cows. 

(See table 9.) 


A considerable proportion of the cows milked in the supply area was 
of the dual-purpose or beef~breeding typese This is especially the case 
in Missouri where in 15 of the 24 counties'of the St. Louis milkshed over 
20 percent of all cows milked were of the beef-~breeding or dual~purpose 
type. In the Illinois counties of the milksned dual-purpose and beef~breed~ 
ing cows were not used as milk cows to as great an extent as in Missouri. 
However, 16 counties reportcd that over 10 percent of all cows milked were 
of the dual-purpose or beef-breeding type. 


In summarizing the data presented with respect to the type of farm- 


ing and: the character of dairy farms in tne supply area, it must be emphasized 


5/ According to the Census of Agriculture, 1935, dairy type farms 
are farms from which milk, cream, butterfat, butter, dairy cows, and calves 
constitute io percent or more of the value of all products sold. 
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, Size of herd and type of cattle enterprise in 
es which include the St. Louis Milk Supply Area, 1929 


Table 9 (cont.)- Type and size of farm 
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that, although.dairying is an important. source .of cash income. to. farmers 

in the area, “the dairy entérprise i's ‘generally not hishiy “specialized. 

farms are usually diversified ond often dairying is not the primary enter- 
prise on these farms. The fact that the number of milk cows is generally 
small and that beef-breeding and dual-purpose cattle constitute a consider- 
able proportion of all cattle milked is corroborative evidence ta this effect. 
It is therefore relatively easy. for. farmers in the area.to turn from the 
production of milk to the production of ‘meat animals or cash erains when 

the returns from the dairy enterprise oecome unfavorable in relation to re- 
turns from the alternative enterprises: In order that the St. Louis Market- 
ing Area may be assured of an adequate supply of milk, prices must be fixed 
for. such milk at .a ‘level which will assure milk. producers ‘of at least as 
favorable a return on their labor and: capital as they can obtain in .the pro- 
duction of other farm products. 


D. Production and disposition of milk 
1. Production - : 


A total of 1,592,220,133 pounds of milk -.s produced in’ 52 Missouri 
and Illinois counties of the milkshed in 1929. ‘The 28 Illinois counties 
accounted for 1,015,593,570 pounds while the 24 Missouri countie s accounted’ 
for 576,626,563 pounds. Madison and Macoupin Counties in Illinois were the 
most important milk producins counties in the supply area, ‘producing 92,350,401 
pounds and 61,673,208 pounds, respectively. (Seé table 10. 5 


In 1929 dairy type farms in the Missouri counties of the milkshed 
produced 141,829,840 pounds while such farms in Illinois produced 314,314,010 
pounds, a total of 456,143,850 pounds for all dairy type farms in the St. 
Louis, milk supply area, or about 25. percent of all milk -produced in the 
supply area. Madison County with a production of 62,643,269 pounds and ° 
Clinton County with a production of 30,634,494 pounds were the most impor- 
tant counties of the supply area with reference to the production of milk 
on dairy type farms. 


2. Disposition of farmers! output 


Wilk producers in the 50 counties of the St. Louis milkshed produced s 
nearly 600,000,000 pounds of milk in 1929. Of this amount only a relatively 
small part, 37.5 percent, was disposed of as fluid milk sold from farms. The 
remainder of the milk was disposed of in several ways; 3.4 percent was used Yo 
for making farm butter, 0.7 percent was separated and sdold.as cream, while 
41.0 percent and 27.4 meroene respectively was disposed of as cream sold as 
butterfat and as milk retained for use on farms. 


Of the total product tion/456, 143,850 pounds of milk produced on ‘ 
dairy type farms 72.8 percent: was sold as whole milk while 15.3 percent was 
disposed of as cream sold as butterfat; the remaining 11.9 percent was dis- 
posed of or sold for use in various other ways. res tables 10 and 11) 


Dis is apparent tacrefore that there are considerable smounts of milk 
being produced in the supply area which are potentially aubern Ne to the 


pS 4 


St. Louis Marketing Area. However in order to make such supplies availaole 
many of these farmers would have to incur considerable costs for meeting 

the sanitary requirements: “of the fluid milk market. .In order to sscure these 
supplies for she §t. Louis Marketing Area it would be. necessary therefore to : 
maintain prices in the marketing area at such a level that farmers in the area 
would be warranted in incurring the necessary additional expense. It is not 
felt that the level of prices which have been maintained in the marketing 

area, recently are such as to persuade a large number of additional farmers 

to dispose of their milk on the St. Louis fluid milk market. 
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E. The Relation of Feed Prices and Other Prices to Butterfat Prices and 
Milk Prices 


As has already been: indicated; the relationship-of the economic re- 
turns from the production of milk and other dairy products to the returns 
from the production of cash grains and meat animals has an important bearing 
on the volume of milk available for consumption in the St. Louis Marketing 
Area, because it is relatively easy for milk producers to shift from dairy- 
ing to some alternative enterprise at any time such a shift becomes profit- 
able. It is therefore highly desirable to study the historical relationship 
between the prices received by farmers in the supply area for the most im- 
portant meat’ animals; hogs; and beef’ caté tlé, “and a representative dairy. 
product, butterfat, the price of which hears a relationship to the price of 
milk, and oetween butterfat and the most important cash grain ~ corn. . 


In figure 2 and table 12 the index numbers of prices received by 
farmers in Missouri for butterfat, hogs, and beef cattle are presented. ‘he 
prices received for hogs have been relatively much higher than the prices 
received for butterfat since January 1935. An examination.of figure 2 shows 
that the prices received by farmers for beef cattle in Missouri have, except 
for Aucust 1936, been relatively higher than the prices received for butterfat 
since December 1934. This Seaport tay. between the prices received for butterfat 
and meat animals has tended to increase since Ausust 1936 so that in recent 
months, the disparity between these pricesihes been greater than at almost any 
time on record. Obviously, therefore, the tendency must be for farmers in 
the St. Louis supply area to feed their home-grom grains to cattle and hogs 
rather than to dairy cattle. 


In figure 3 the index numbers of prices received by farmers in. 
Missouri for corn and outterfat are presented. It is immediately evident 
that there has been a great disparity between the two price series since 
the early summer of 1936. This disparity between the prices received by 
farmers for butterfat and corn reached its greatest peak in May of the 
present year. It is evident, therefore, that prices of erain during 1936 
and tae Bye halt of 1937 have been relatively more favorable than prices 
of dairy products compared with the period 1923-1929. Current prices of corny 
however. are much lower relative to prices of butterfat than the average for 
1936. The same general price relationships prevailed in Illinois. 


Since producers of the St. Louis supply area make considerable ex 
penditures for: feeds (see taole 13) it is desirable to examine recent trends 
in the prices of representative feedstuffs. In table 13 the prices of eig ght 
representative feedstuffs, together with index numbers of the averages: of 
such prices, are presented. In July of 1936 the prices of feedstuffs 
started to rise as a result of a shortage of grain brought about by a pro- 
longed drought in the grain-producing areas. By April 1937 the index number 
of prices for the eight feedstuffs had risen to 143 percent of the average 
of such prices in 1935. The prices of such feedstuffs remained above the 
level of the 1935 average until August of the present year. Feed prices 
have been somewhat below the 1935 average in recent months. 
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H. ‘The Relationship-of Health Regulations to th oc Milk Supply' of the St. 
Louis Marketing Arca. eae 


St. Louis, Missouri has in recent years boon raising its health and 
sanitation requirements. for the'production and handling of milk.sold for. 
consumption as fluid milk within the city. . On December 3, 1934, an orgaiization: 
known as the St. Louis Dairy Commission was formed consisting of tcn mombers 
three farmers, two representing the Sanitary Milk Producers! Association and 
one representing producers who were not members of the Association; three 

handlers; three consumers; and the Health Commissioner of the city of St. 
Louis. The Commission was financed - by: the city of St. Louis, the Sanitary. 
Milk Producers! As sociation, and. the handlers, each bearing an equal: anount 
of the expense. By March 1935, 20 trained inspectors appointed and paid dy- 
the Dairy Commission were making surveys of the sanitation conditions in the 
production of the St. Louis milk supply, and by August 1, oe substantial 
improvement had been made. ers 


On December 15, 1936 a health ordinance was Poeed which jrovided 
Somewhat higher sanitation standards in the production and handling of milk 
and cream received in the city and particularly for a kd ah ea ocial enforce- 
ment of the regulations. This ordinance provided for the payment of in- 
spection fees as follows: 


"Ca) ivery milk dis tributor or persons ope eran a nilk plant soles! 
delivering or bringing mill or milk products into the. City of St. Louis for 
Sale Or consumption, shall pay to the City of St. Louis on or bofore the 16th 
day of each month an inspoction fee of four (4) cents on each one hundred 
pounds of milk received, and in the caso of cream received and used for 
other than butter manufacturing purposes, the fee to be paid shall be six 
(6) times that of milk, or twenti-four (24) cents on cach hundred pounds of 
crean received by the milk plant during the preceding calendar month; and 
shall on or before the 10th day of each month: file with the Health Coane sioner 
on a form provided by hin a statement of the mmber of- pounds thereof received 
during the preceding month, and the classified usage of the milk and crean 
as to this ordinance. Tith such a fund it is possible to effectively enforce 
the regulations provided in the health ordinance." 


The St. Louis Milk Ordinance requires that milk producers whose po 
is received in the city, must provide a milk house or milk room for th 
cooling, handling and ronase Obemi ik and/or nilk products and the eee 
bactericidal treatment, and storage: of milk aoparatus and utensils, that 
shall be used for no other purpose; barns that are well lighted and ventilated 
and which have floors of some impervious material and tight ceilings. 
Many other production requirements are also established. Furthermore, 
milk sold for consumption as fluid milk in St. Louis must also neet specified 
bacterial, sediment and oth er tests. The cost of producing milk that will 
meet these standards is greater than that of producing milk sold to condenseries 
or butter manufacturing plants. Consequently the price of milk; meeting ‘such 
requirements, tends to be higher than that of milk used for making butter 
or condensed milk. It may also be noted that the ordinance which took 


= Age 


effect Decenber'15, 1936 provided for the grading of each individual farn as 
Grade A, B, } or D, in accordance with the standards of equipment and methods 
attained on the farm, the first grading period to begin December 15, 1937 | 
unless the Health Commissioner, with the approval of the St. Louis Board of 
Public Service, postponed the effective date of this provision. ‘Apparently 
the policy of the Health Commissioner during the past twelve months has been 
to put the greatest possible pressure on producers to get their equipment: 
and methods to such a’level as would qualify for at least a Grade B rating, 
When the first grading should be made. : 


Another effect of these increasing restrictions on the sale of milk 
in St. Louis has been to reduce the number of producers selling milk in this 
market. They naturally tend to cause small producers, especially those 
shipping milk to the market only a part of. the year, to discontinue producing 
milic for the St.. Louis market. Partly as a result of such changes, the 
mumber of producers shipping to the St. Louis Marketing Area has been de- 
creasing as shown by table 14. In August 1937, only 8,235 producers were 
reported as sunplying the St. Louis Marketing Area compared with 12,780 in 
August 1934, a decline of about 30 percent. Average monthly receipts of milk 
for sale in the St. Louis Marketing Arca also declined sharply during this © 
period. During the period March to September 1937 they amounted to only 31 
million pounds compared with 40 million pounds in the same period in 1934 - 
a decline of over 22 percent. 


While the above ordinance has been adopted only by the city of St. 
Louis, it tends to some extent to set the health and sanitation standards 
for the entire marketing areae As quoted above, the ordinsnce applies to 
all milk and cream received at milk plants in the city. And a very large 
part of the milk and cream sold for consumption as fluid milk or cream in 
the marketing area outside of the corporate limits of St. Louis, is probably 
received at plants within the city. However, at the present time handlers 
are permitted to receive and handle uninspected milk at their city plants 
for sale outside of the CLby « 


Toms within the marketing area but outside of the corporate limits of 
St. Louis also have health ordinances governing the sale of milk and cream 
for consumption as milk and cream within their boundaries but available in- 
formation indicates that they do not provide as high standards as the milk 
Ordinance for St. Loutes) sin fact, handlers are at present. paying a premium 
of 25 cents per hundredweight for milk meeting the health inspection require- 
ments for St. Louis compared with that being paid for milk meeting the health 
Standards of other parts of the Ilarketing arca. More information is necded 
on this situation. 


G. Seasonal Variation in Milk Deliveries to the Marketing Area 


The deliveries of milk to the St. Louis Marketing Arca are subject 
to wide seasonal variation. The average daily receipts of milk at country 
stations, f.o.b. tho city, and the total of both, together with the indexes 
of seasonal variation by months for 1935 and 1936 are presented ‘in table 15. 
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Table 15.-ST. LOUIS, MISSOURI: 


vo of milk 
Year : Received ‘ Received © aa Received : 
and at Stipe aOien) otieed Photek at 
Month receiving : city réceiving:| 
Miesbauion suis plants. iv wie '_. stations! 
» Pounds: Pounds Pounds ‘2 Percent 
LSD whe gir A, ve nea 
January 543, 882 504,055 ~ '.1,047;937 98.9 
February 544,478 505,086 1,049 , 564 99.0 : 
March pod 247 524,374 O78 oe LOO. GL’ 
April ; 631,339 626, 386 1, 258,225 ne ALS at 
May 761. 765 725,758 1,487, 523 Se cau 
June | 678, 277 657,752 1, 336 029 123.3 | 
July | 597,865 604,102 1,201,967 KOs ame 
August ' 557,538 582,256 1,139; 794. -°: 101.4 | 
September : 500,705 551,761 1,052,466 1.0% 
October : 403,396 446,165 849, 561 (epi ae 
November : 390,775 428,877 819,652 : PTOI 
December | 435,427: 482,519 °%. 917,946. .. ne ae 
Average : 550,016.2: 553,257.6 | 1,103,273.8 . 100.0 
a9g6. =! A a - ee 
Jamuary Reece pl Oe. 2882" 1005, 266. t 96.3 | 
February ‘ 501,989 : 537,849. : 1,039,838 1 ase 
March h1525,552 « S71i484 0 1, 09750n6 UGGreire tf 
April : 556,416 596,385 + 1,152,801 asker a 
May ' 696,031 707,914 ‘1,403,945 140.4 : 
June ' 594,101 Bi eK62o ay L100), 800" | Ve) i 
July | 474,668 AGSeAAB ie OS ONL T 1 ae 
August ' 460,886 AVO 419. |, 981,305. «: 95 Oyu. 
September : 428,654 465,816' «894,470 86.4 -: 
October | 422,879 AZIE TA? si COA eh Loma: 3! “G5.3, 
November : 407,050 460,064 + 867,114 ea ame 
December . 404,395 : 459,133 : 863,528 Cie Giltys 
Average : 495,825.8: 531,076.8 : 1,026,902.5 


Compiled from unpublished data ih the office 


Federal Milk License No. 


Daily average receipts of milk at country 

receiving stntions and'fiowb.’ city plants 

in the marketing Area with index.of season- 
al variation of each, by months, 1936-36. 


(Average cach year = 100): 


Daily average deliveries 


Sd, and Ordor No, 3; 


‘Index of seasonal variation of - 


Received 


pietat en. 


100.0 


99.4 
101.3 
107 .6 
ier 
133.3 
114.0 

93.9 

88.6 

B74? 

88.8 

86.6 

86.5 


1600. i oe LOO uO. 


daily average deliveries 


‘Total 


Percent 


95.0 
hey hk 
SMacts 
114.0 
134,8 
Lele 
109.0 
103.3 
95.4 
(Ae 
74.3 
B30 


Sictiee-taaienarcuatememmees ieee ot 


: aeeyics = 


‘ 
' 
' 
1 


97,9 
101.3 
106.8 
ala 
136.7 
116.8 

94.8 

S0ue 

Svea 

87.1 

54 

84.1 


100.0 


of the Market Administrator, 


peda atv as ie, 


In 1935 the range in the variation of average daily deliverics of milk was 
from 74.3 percent. to 134.8 percent of the average daily deliveries for the 
year; in 1946 the scasonal variation in daily de liverics was from 84.1 
percent to 136.7 percent of the average of such deliveries for that year. 
The flush months were generally from March through August and the short 
months from September to February. 


Channels Through Which Milk Moves to Marict 
1». .Transportation _ 


The entire milk supply of St. Louis ts trans sported by truck. Four- 
fac ths of all mike hauled from farms to country stat ‘tons 1s ho andled by 
commercial. haulers hired: ‘by handlers. Practically.sll-of the milk hauled 
from country plants to the city “is hauled: in trucks ined: by handlers. like- 
Wise, practically all of the milk houled from firms direct to the city is 
hauled by commercial haulers hired by hendlers and pa id from funds deducted 
from’ amounts due'to producers for milk f,0.b.: the city. Only two or three 
truckers ore enployei by producers, and’ only, one-fifth of all milk hauled 
from farms tc Vountry stations is hauled. by producers. Haulers hired by 
handlers oftex work in addition as field men in the interest of handlers. 

Over 50 percent of the St. Louis milk ‘supply is shipped direct from 
the farm to the city, and according to an estimate made by the Market Admin- 
istrator the average distance of direct shipments 3 is approximately 100 miles. 
A recent study shows that the average rate. per nundredweight for Page 
milk to St. Louis was 29.3 -cents on main-line farm to city routes and 19 
cents on short-Line farm to city routes. 6/ 


There are 31 SORES Stations supplying the market, 27 of which are 
located in Illinois and 4 in Missouri. Table 17 shows the zones in which 
Stations are iocated, the mmbcr of stations’in each zone, and the diffor- 
ential applied to Class I and Class II milk in each Zone. 

tes ere Shane ameines 
The milk producers of the St. Louis market are represented by two 
cooperative marketing associations, the Sanitary Milk Producers! Association 
and the Cooperative of Missouri. Of.the two associations, the Sanitary Milk 
Producers! Association is by far the larger, representing as of) vine i955. 
7,913 shippers out of ‘the: total of 10,3638 shippers tbo.the St. Louts Rineacs 
ing Areas The Cooperative of Missouri, during this month, was authorized to 


represent 203 shippers. “hus approximately 80 percent of all shippers to 


the St. Louis Marketing Area are represented. by cooperative Marketing agencies, © 


The remaining 20 percent, or 3,247 ‘producers, were not represented by market- 
ing associations «at. that time. (See table 16.) 


6/ Bartlett, Rs. W., and Caskey, WV. Fe, Milk Transportation Problems 


iP CheS ts GOUAS le esnede Illinois Agricultural Experiment Station, 
Bul. 430, March 1937. 


a) 


uh AB: 


3. Hondlers in the St. Louis Marketing Area 


As of August 1937 there were 47 handlers in the St. Louis Marketing 
Area, according to the estimate of the Market Administrator. Forty-three 
of these handlers purchased milk from producers, and four were produccr-- 
handlers. Three large distributors handle over 60 porcent of the Class I 
Sales in the marketing area. The number of handlers in the marketing area, 
along with the number of producers, has tended to decline since the high 
Pornt or 69 handlers as of March 1924.. A’ small part of the decline in the 
number, of handlers may be accounted for as being due to reduction in the 
size of the marketing areca. ; 
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Table 17.- Location of country stations supplying the St. Louis, Missouri, 
market; distance from the city and seas oe appited for 
oe 5 and as iss LI milk in June, 1936. dues 


; “Zone differenti pil. 
zone | SOS: a | Teen: 
. Soe ites) Ce | 
: (miles) ; : Ue da ok ghey aA es _ pGless: F. ‘Class if 
! Jee | Cents + Cents 
a ‘Under 20 : Chesterfield, ‘Mo ele Wom SS, eae heh By seals 
| CT ties “Upfallstedt, Rees uf eo eke Cie bo ght s 
ke M2" VY kngbonia,” Mo. pla Pao nage LE 16 Wee diners 
ies Le ae + Q' Felton, nis ok cy Ne Sheeet ge LOu oy), elon cane 
We Mg yith Bb o Charles... Mo. iF nk VO 8 gy Leer 
Pee 21-50" F adehiemds (te ees eid teas 2 el ae 
2 21-30 ‘ New Baden, Ill. 1800 ae 
2 21.-30 ' New, Athens, 11. 18 185) 
2 21-30. i Hecker, 111. oe Sy ae Rae oars: 
2 eee OU er we Mae a eS 1B ls 
2 POP eaoLeri anual my pe a a TS Cs 
3 31-40 | : Okawville, T1l. Agta tasty CaS Ss He Re 4) MAINS 
3 31-40 ‘Breese, I11} 1/ er i ga re 15 
3 31-40‘ Merigsa, T11™ cae ia deo aa) Orme ee 
3 ieee shuren AL Magi ieee ee DO Ear 
3 eee eeciouody li gee ge OO ee pale 
4 ZNSE APOE EV aw hoe, Maia Sti in gaan ea eke | Ws: 15 
4 41-50 ‘Addieville, T1T. — ip eat Gi ha cele eel 
4 ike Tat MU NG gas a ig wR a A ai 1 aE 
4 41-50: Washirigton; Mo. 1/- Pe ee ek 
4 41-50 : Sparta, Ill. ; ee aden: ee rel 
5 B60...) 2) Patoke, Vit. aie tee es en 15 
5 ‘51-60 Peermone ay a et ge ge eee Pe NS Saar ah: 
5 51-60 Mulberry Grove, Se i ete oe ae 15 
4 5 Bie, .. Corfeen; 11T. eee in ee hoo Pak 
5 Sree | Wedenbes lie aye oe ee Oe 
6 Niel a) 0 OE SN) cs FETS RS aa By Re RT SP CE aii 
. 7 ete TOL Leal ee wae aoe tt a pee ot 15 
8 81-90 Pe OTe LUA) aie ens im car ab! oft eO. a” pe ebb 
9 ee i een Lenn FerWhosls 2O bed. ats 
Li Shee EGOS (CURES A es Sag ot A a SO eR 12 a aes A 
, 14 :141-150 ‘Cabool, Mo, ‘ing Pogo ties eoae See 


a Bottling plonts. 


Compiled from the annual | ‘report of the Market Administrator, ‘Federal 
Order No. 3. 


ow 426 4 
iV 
Deme nd oe in ae St. lei Marketing Area 


Die: Senne en nidlk xe) other dairy products depends, to a 
large extent, on the economic ability of consumers to-purchase such 
products in the amounts they desire. It is, therefore, necessary 
to study such indicators’ as are’ available pertaining to the eéonomice: © 
SSIES of consumers in the St. Louis CS ae Area. 


Ie Business Gongebions ~ purchesing power of consumers - 


= Factory eduction in St. Tons is eoeened largely, to the 
constmption goods industries and was not therefore: ‘affected SO 
severely by the depression as was the: case in’ ‘cities: which are more |. 
extensively occupied in the production of ‘industrial woods. Accordingly, 
consumers in the St. Louis area have. not, been. subjected to quite the 
degree of economic distress as was the case. ‘in some of the other cities 
ef the nation. : 

Th. trends in the numbers of people diibtoyea and the value 

of payrol:s in’St. Louis are indicated by ‘the’ index numbers of emp loy- 
ment and payroll. wotals in manufacturing industries compiled by the 
Bureau of Lebor Statistics for that city. Since Je anuary 1934, there 
has been a steady increase in the numbers of people employed in all 
manufacturing industries as well as in the total va ‘luce of wpaevrolls, 
In August 1937, the latest date for which such data, are available, 
the index numbers of payroll and employment totals stood at 147.9 and 
132.0 percent, respectively, of such totals for Novenber 1931, which 
levels are the highest for any month Om, record; ‘In fact, such indexes 
have bee: higher in every month of 1937 than in the corresponding 
months in any year since the compilation of these indexes was initiated 
in November 1931. (See table 18) 


The trends in employment in all industries in and around Sst. 
Louis may be furtner indicated by the index numbers of employment 
totals in all industries of Missouri and T1linois compiled by the 
Bureau of Labor Statistics (tables 19, 20, cols NS ' Such index of 
employment totals for Missouri stood ae 117. So An Aueust ope the. .present 
year, which figure is the highest for any August since records have 
been compiled and the highest for any other month except December 1936 
and July 1937. The index, therefore, indicates that” thore people have 
been employed in industriel occupations ih this State during 1237 than 
during any comparable period since. 1931. 


The index numbers of payroll totals in all industries also 
indicate that economic conditions of consumers in thé st, Louis’ 
Marketing Area have been better in 1937 than at any time since 1931 
as shown in table 18. In August 1937, this index reached 131. 0, the 
highest point on record and nearly . 45 percent above that. in the cerly,. 
months of 1933. 
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The indexes of employment totals'‘and of payroll totals for Illinois 
are presented in tables 21 and 22. Such indexes show substantially the same 
trends as those. for Missouri and indicate that employment conditions have 
been as favorable on the Illinois side of the marketing area as con the 
Missouri side during the first. 8 months of 1937. 


Other business indicators almost without exception point to increased 
industrial and business activity in the St. Louis Marketing Area during the 
first 8 months of 1937. In table 23 several business. indicators compiled by 
the Federal Reserve Board of St. Louis are shown. Hvery one of them show in- 
creased business activity during the first six months: of 1937 in relation to 
the respective months of 1936. In July all except one of these indicators 
showed an increase over July ef 1936, and in august all but two had increased 
over the same month of last year. 


B. The trend of milk p icbar asic aeere) in the st. Louis Seles Area. 


Lieeis difficult to Seceteor ha the trend of EEE apasmnsteor in the 
Sst. Louis Marketing Area during the past three years due partly to a 
reduction in the size of the marketing area and in part from incomplete 
reports. During the last ten months of 1936 Class I:sales were 6 per- 
cent less than in the same months of 1934, compared with a decline of 
16 percent during the same period for total sales. In 1935, however, 
Class I sales were about 195,000,000 pounds, as compared to about 
191,000,000 pounds in 1936. :Total sales in 1935 were about 408,000,000 
pounds as compared to about 382,000,000 pounds in 1936, 


Consumers have maintained the volume of their. purchases of fluid 
milk since 1934 fairly well, although dealers! selling prices in the first 
six months of 1937 were over twenty percent higher than was the average of 
such prices in 1934.. (See table 25) Thus, there is conclusive evidence 
to show that consumers, with the return of more favorable economic conditions 
have been able and willing to pay increased prices for their milk without 
greatly diminishing the total volume of their purchases. 


C. Seasonal Variation in Sales 


There is no marked seagonel variation. in. the: isales of Class I milk 
in the St. Louis Marketing Area. In 1935 the range: ‘in the variation of 
average daily sales of Class I milk by months was from 95.3 to 102.6 percent 
of the averege of such sales for the year. In 1936;Class I sales varied 
from 94.1 to 101.8 percent of the average of ‘sweh sales in 1935, “Fors tie 
first eight months of 1937 the range in variation hes been from 95.1 tosgga 
percent of the average for 1935. The high month gdnerally comes in June 
and the low periods of sales are distributed | iamong ‘the winter months. (See 
table 26.) OT ee ! 
ates of Class II milk vary widely Brenan the year and are di - 
rectly related to the seasonal variation A ee of milk because Class II 
sales are comprised of all milk not sold as Cla s f. The high months of Class 
II sales therefore come: in the flush production “noHths. 
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of the spring, while the low periods are in the months of October, 
November and December. (See table 26.) 


Alternative Outlets for Milk. 


Producers of the Sts Louis supply area have easy access to 
many alternative outlets such as condenseries, evaporating plants, 
etc., through which they may dispose of their milk. (See table 27 
and figure 4.) Such alternative outlets serve as a constant source 
of demand for the milk production of the area and since the quality 
requirements of such outlets have not changed materially in recent 
years, producers have been able to dispose of their milk through 
them without incurring additional expense to comply with sanitary 
ordinances as has been necessary for shippers to the St.» Louis 
Marketing Area. Vinh ah cai tery, ccc BM Se no 


Prices paid at manufacturing plants in the supply area may 
be indicated by the average prices paid at condenseries in section 
III. (See table 28.) The average prices paid by condenseries in 
the first six months of 1937 were higher than for corresponding 
months in any. year since 1932. Prices in July, August and September, 
although lower than those paid in the same months of 1936 were higher 
than the prices paid in the same three months for the years 1932 to 
1935, inclusivee An examination of table 28 indicates the tendency of 
condensery prices to rise in the last three and the first two months 
of each year. Apparently, therefore, manufacturing plants in the 
supply area have served as attractive channels through which producers 
may dispose of their milk. 


It is imperative that any consideration of fluid milk prices 
in the St. Louis Marketing Area take full cognizance of the conditions 
of alternative demand open to milk producers of the supply area. 


ca) (eal 


menufactured in 1936. 


Type of product 


Ice cream 
Butter 

Cheese 
Eveporeted milk: 


Ice cream and butter 


Butter and cheese. 
Butter, ice cream. & 
evaporated milk, 
Butter, ice cream & 
cheese. 


_ice cream and cheese 


Condensed and evapo- 
rated milk 


TOTAL 


Compiled from records of the Bureau of Agricultural Economics. 
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Table 27.- Plents manufacturing dniry products ithia the St. Louis 
supply area classified according :to typé of product 
Illinois Missouri 
Number ©}; Number 
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Figure 4: Location and Number of Manufacturing Plants in 
the St. Louis Milk Supply Area. 
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‘Price History of the St. Louis Market 


In an analysis of the reasonableness of the prices set forth’ 
in the proposed marketing agreement end order a history Onetia ie 
prices paid in the market is helpful. In the following ‘paragraphs 
-an outline of: the-prices paid and the evolution of. the various class 
prices used. in the market are developed. The history of prices in 
the market is first developed in general terms, in which dealers! 
buying prices f.0.b. the market since 1919 are described; the'evo- > 
- lution of: class prices is then developed, end finally.a history of - 
the butterfat differentials. in the market is shown. 


iP Sol; Generel price pistorys 


Table 29 ae Aue average f,0. me pte Hes FE viet for ‘milk 

-testing 3.5 percent butterfat used for fluid distribution in the 
_$t. Louis, market during the period from 1919 to November 1933, 
inclusive. Since January 1931 "basie prices’ for milk used in fluid 
form for city distribution" have. also. been tabulated and are marked 
with an asterisk in the table, Since these "basic prices" are for 
_ milk to, be sold as fluid milk, they are probably comparable to the 
price proposed for Class I mate in the ea ae marketing agreement 
and order. .- was 


ee Class, prices. 


From November 1930 to May 1933. a three-class pricing system 
,was used, under which an amount of milk up to the amount sold as 
"Class I (fluia milk) was designated as the first surplus and paid 
“for eat @ Class IT “price; “Table “30 shows prices paid for such 
Class‘ II’ milk -for specified months... The peices paid under Federal 
Milk License No, 35, are shown in table 3l. 


The available reportéd prices for Class III milk prior to 
November 25, 1933, are average prices at country stations during the’ 
period October 1930 to November 25, 1933, (See table 30.) During 
the years 1931 and 1932: such prices averaged 95 and 65 cents per 
hundredweight, respectively, for 3.5 percent milk. ‘These prices 
are equal to 3.5 times the average wholesale prices of 92-score 
“butter at Chicago in these. years. : 


ae Lopanse’ Wo, 35 pacers effective March 2, 1934, the Class 
I price was set at $1.85 per hundredweight, a reduction of 9.5 cents 
under that provided for in the original marketing agreement and 
‘license. This was in anticipation of the normal seasonal upward 
trend in production. The price remained at this level until June 1, 
when it was increased to $2, due to the severe early summer drought, 
which affected the production area supplying St. Louis. On August 14, 
1934, adverse production conditions resulting from continued drought 
led to a further Class I price increase from $2,00 to $2.35 per 
hundredweight, at which level it remained until November 14. 
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Table 30.— ST, LOUIS, MISSOURI. Fluid milk orices.1/ Prices peid by 


dealers per hundredweight of 3.5% milk end allowance for variation 
in butterfat content, 1930 - 1931. 
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October, 1930, reported by St. Louis Milk Producers Coop. Association, from 
October, 1930 — December, oe eet ms Sk a ii Lc puocnce 
Association. 

C 92-score x 5.5 + oo. - ese cea eaeere: 100%° of ‘basic. | 

© 92-score x 3.5 = gecond surplus — remainder. ; 

Class I is bottled milk sold wholesale and retail and bulk gold wholesale 
negotiated prices. 

Class II ~ first surplus = base of shipper C 92+score + 20%. 

Class III ~ second surplus = amount over I and II paid at butter price. 
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Mable 30.- ST. LOUIS, MISSOURI: Fluid milk prices 2/ 


(con!t.) 
Prices paid by dealers per hundredweight OL sits to milk 
and allowance for variation in butterfat content, 1932 and 1936 a 


Compiled from reports of the National - eoCver eye Milk Producers Federation 
: 3.5 Class I per. 


Year and cwt. ____ ‘Allow- Glas: Gigs” ‘Last net prices Tag 
month ia Git Country ' ance at a III #.0.b. {Counbry 
oe ty __ station RATE icity ‘station 
~ Dollars Dollars | Cants Dollars DollarsDollars :Dollars, _ 
1932 Ne 
Januory 170000 are eis) eee ct / ioe _ 
February - 5 vate - ne 3) eS - 
March eee sis PRs Ba an ae ‘el exe 
April 1735 Coos oan OL Ro 95 
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June eg thaicis vio 1s: ty Osa ME De = une 
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Average wns Sli sok 4 2 lh Ne aia die fh ee are: 
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Flat price. 

Prices reported by the Sanitary Milk Producers Association. 

Gross Prices from prices supplied by annual report of the lierket 
Administrator. é 
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Table 30 (con't.)+ ST. LOUIS, MISSOURI: Fluid milk prices 1/ 
Prices paid by dealers per hundredweight of 3. 5% 
“milk ond allowance for variation in butterfat 


content, 1934 -— 1985, 


Compiled a ene the Ne tions L Cooperative en Producers Federation. 


Year : 3.00 Class I per cwt. Last net prica ~ 
and Paes BOB Par ‘Pountsy. } Allovenco Class. it Glas IE : FOB 
onde "hb Oda at it City eon 
cz Teeake “Toliers | “Dollars . Dollars 
— ers lone Be fOr bre yges 1.44 
Mormiary §  /1eo46e- 2 Deegan Troi g ia 
Merch of -: i.85 « (1.85 3/: 3 Toure. Ol 
! (1.945 
10078 by ea Sean P= 6a Ds 3 1.3% LO 
Mey “1.85: 3/: 3 4/ 96 
oem en O08: Ta COT ame ad ML CAEA'G 
July | PeeCOe fre. 15 5/ oe hae 
Pueai 4) 2.85: Pel Sms 3 1.40 1.02 1.62 
September + 2.35 : Ee chess 3 1.33 Inve 1; 60 
Gcraper.7/:: 2.85. |: o> bel 3 1.38 1.06 
November :} (2.00 3 1.62 
Be (2685) 4 a ; es % 
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Average | al ea 4 ee 
1935 ees ! FET Ft Fa See "igen 
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“February: 2,00 Ps ees 
Ween 2.25 Coa 3 - 11.60 
pone. s) ) 2.25 ae ee Ook Ft 
eee BD aie 
pao es | 2.aB 3 el oes 
July ie 2.25) 38 ; ; 
Haeast '-'; ° 2.25 ay eee : ee 
September : 2.25 3 else 
October 8/! 2.25 3 : 1,44 
November : ° 2.25 Ps 3 ose 
December +: : 2.25 : 3 706 
Averege' ume Sr a nn 


“Prices reported by the Sanitary Milk. Producers Association. 
Giese 1 = fiuid aS (Se IT ~ all other uses (0920x3.5+4306+25#) , 
License price. he PO ee ae 

C92°x3,.5+20G425¢. 

092°x3. 543044204. 

092°xS. 5+15¢. | i | 

Class I - fluid milk - $2. 35 per cwt. for 3.5% ‘milk; “Class II + fluia. cream 
evaporated milk, condensed milk, flavored ma lke,’ cree vined buttermilk end creamed 
cottage cheese for s:ste in St. Louis area provided milk from which only the 
skim milk is used is not in Class II ~ (C92°x3.5730%+20¢); Class III - all 
other milk (C92°x3.5415¢) —~ Under License. 

Class I - fluid consumption; Class II - all other uses (092°x3,5+305). 
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Table 30 (con!'t.)- ST. .LOUIS,; MISSOURI: Fluid milk prices wy 
Prices paid by dealers per hundredveight of 3.5% 


milk end allowance for variation in butterfat 
-eontent, 1930 -'19387 


Compiled from-reports. of. the Son Cooperative Milk Producers Federation. ‘ 
Year tec. 5.0°3,5%.Class 1 per cwt. Last net price 
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November 4/: 2.45 | teers wien 3 168s nee 
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l/' Prices’ repo¥ted’ by the Sanitary Milk Producers: Association.: 
2/ Based on C92-score butter. 2 
3/ Class I - fluid consumption. 

Class II - all other uses ~ C92-score x 3.5 +30%, 
4/ Class I - fluid consumption. 
--" Class II ~ all other uses-C92-score x 3.54+300n25¢. 
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A late summer revival of pasture caused a flush period of 
short duration in the latter part of August and September, which 
combined with declining Class I sales made it advisable to reduce 
the price to $2.00, The effects of the 1934 drought on the winter 
feed supply, however, brought about very slack winter production 
which occasioned a request for an increased Class I price and 
resulted in raising the price to’ $2.25 on March 4,:1935, which price 
remained in effect until the institution of the préesent Order No. 3 
in the marketing area on Heb raner a. ‘le 1936. ) 


With the institution of Federal, Order No. 3, the price 
required to be paid for Class I milk was reduced. eon $2.25 to $2.10 
per hundredweight, which price remained in effect until the spring 
surplus season begain in April, 1936, when it wes reduced to $2.00. 
With the passing of the large surplus on the market during the 
spring months, the price was again restored on July 17 to the former 
level of $2.10 per hundredweight, at which point it has remained 
until the present time. : | 


The forces of demand and supply in the market had so changed 
by July 1936, however, thet handlers paid producers $2.29 per 
hundredweight for Class I milk. The prices paid by handlers were 
again revised upward by five-cent intervals in August, September, 
and October. The price of $2,45 per hundredweight paid for Class I 
milk in October 1936 has continued in effect until the present time, 
except for April, May and June, when a 10-cent decrease was insti- 
tuted because of the large spring increase of receipts at the market. 
Prices paid by handlers for Class I milk.since July 1936 represent 
premiums over the Class I price of $2.10 per hundredweight, specified 
in Order No.+ 6, of trom 13%to roo cents per pee geo 


The Class II price provided originally oe mecere! License No. 
35 was 3.5 times the price of 92-score butter at Chicago, plus 20 
percent, plus 30 cents, which differential over the price of butter 
wes changed to 20 percent, plus 25 cents, on June 1, 1934, and to 
30 percent, plus 20 cents, on August 14, 1934. With the institution 
of Federal Order No. 3 in the market on February 1, 1936, the Class 
II price was set at 3.5 times the Chicago price of 92-score butter, 
plus 30 percent, plus 15 cents. The classification of milk was 
changed at this time, eliminating the third class. Thus, the new 
Class II price was for all milk in excess of Class I milk. The 
Class III price remained unchanged from its inception, until this 
class wes eliminated in February-1936, at 3.5 times the Chicago 
price of 92-score butter, plus 15 cents. Table 32-shows the 
history of the prices required to be paid by handlers for the 
several classes of milk under License No. 35 and Order No. 3. 


3. Butterfat differential. 
The butterfat differentials paid or deducted, as tne case may 


be, for each one-tenth of one percent variation of butterfat content 
of milk over or under 3.5 percent, are presented in table 33. The 
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Table 32; ‘ST. LOUIS; MISSOURI.- Minimum prices which handlers are 
al sy required to pay for 3.5% milk per 
hundredweight, delivered at such 
‘Handlers! ee by classes as 
specified by Federal License No. 35, 
Order No. 3, and allowance per 1/10 
of one percent butterfat variation 
by HI: Manan 2, 1934 - October 1937. 


Computed oy thle Dairy Section, Agricultural Adjustment OMA MS Sting 


Year uae. oe: cae ata Class: ws Biowanee spot 


and es ) tr sk ttt ..! 10 of 14 butterfat 
Month "ov i - Seva afi “3/.1 variation 
Dollars Dollars Dollars Cents 
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March PMV UsGD sy pie Gon Mek. Oleg 3.0 
April ep ool. bo. th Lea Rhee 3.0 
May SEMME Vil GON vent eee os 96. 4 3.0 
June le 8200 127k 1.00 es 320 
July R200 he Ba 98°. 3.0 
August eb 52620 585 a1 OF) 3.0 
Beptemper ie. 2.85 | VeSGianiiee Ls Oe- 3.0 
October ». Jean 2.55 < 1.88-8o 11.06. 3.0 
November .“\.; 2.18 : Ie eS ge dice 300 
December Wee Oy ee Oe eda 3.0 
ACh a2 O0 tn weer 00 Pee Som 3 1.04 | Ee PLOMED te 
1935 ; | $e 
January eS. COEe BI CR MA) RLS Ie: 3.0 
Fobruary f AM ZCOOL el 708 eh A Se 320 
March ih Pestadines IeCO ine lees ae 3.0 
April fae Maer Se Som eer BO 3.0 
May VA Peso ee. VINCE aes le0G. 2 3.0 
June penn ls Perle SOF ah 320 
July aoe” 1.27 : 98 300 
August | Beeb eae ul Beek, te) SUSOO RN 3.0 
Soptember _ CEOS Mt ee amISGe* hi: POA gs Ba cvs G30 
m@etover:” , NE Duos eso “PU Ad TALOMebas ics S90 
_ November eedeol: | Load aU PBEM. 1 872560 
Pocomeanew aw gyoo il? Lea, ans +511 26 ce 
>t Averaged... eG BEG. see ae t 1.16" PEI AIOU) ee ae 
(1936 | , : a | ss 
Jonuary een Le One 1128! Bee 320 
Pereoreryene a ORT yLOULOn Lary eb Al Mag 3.0 
March | PPE ee LORRI OTs BF ees . 1350 
Dior ae Dh MORON Set CUO Lath, » BO... 
May.) os. etm MOOT Poa: ae 
eee, ule Can 2. G0e ri F636" 30. 
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(Continued) 
ep LOae paClass - Class +: Class ; Allowance per 
Sond, (7 eet sn emery ene) (TOMOE Mies Dat beseay 
wont PN afte eht af! sarkatdon 
ae OT if ‘Dollars. Dollars Dollars Cents 
1936 Leia eh: 
ME Soa eee hd 2 Oyen Weer : 320 
August oot ea illareting! 340 
Septemoer PelO Us alo. 3.0 
October trig bse BehQ, ¢.. Le5B, t dhs 3-0 
November 210 : 1.65; boas 300 
December sai iic. LU eee. Col er eee 3-0 he 
Re hee eee ee Ae) 


L937 ie we | 
Venvang @ ne esl mice 3.0 
February te LO: iia ah se Ome ; 340 
March : Bal One Maan «ce 3.0 
April ‘ 200 4 Lage ‘ ) ace 
May 2eOOWeue el eS . 3.0 
June PALO 8, > essa) : 320 
July ee BoliOn eek 55) 3.0 
Meust es De lLOuat ae le G0) : 320 
September |: : eyakee Walia 30 
October Pals Bele pe a be (ae ; 360 
November |. : me cai : 
December. Sepiiod., Sie aime are Seca chs ee 
Averaged ie kind Ss Pei 


ay Class I milk means all milk (including both commercinl and spec= 


ial grades thereof). sold or distributed ag whole milk; effective 
June 1, 1974 means all milk sold or distributed as AE ane milk; 
erfective.March 4, L385 means all milk sold or distributed by: 
distributors, as hie containing’ not less" “than ie of one percent 
butterfat. 


oy Class II,milk means ai milk used to produce cream for consumption 


as cream; effective August 14, 1934 means’ all milk used Py dist- 
ributors. to produce. cream for consumption’ or use as cream, ~evap- 
orated milk, condensed milk, flavored drihks, creamed vattermilk 
and creamed cottage cheese for sale or distritution by distributors 
in the Sales Area Provided that’ the milk from which only the 
skimmed milk is used in the production of the above products. shall 


“not de included as Class: II milk; effective. ‘February 1, 1936 


means the quantity of milk pice ae a sold, or used by eee 
in excess of Class I. milk. 

Class III milk means milk purchased, sold. or used in excess of 
Class I and Class II milk, effective March 4, 1935 means milk. 
purchased, sold, used or distributed in éxcess of Class I’ and. 
Closs IT milk except as sot forth in Section 2 of this article. 
Class III combined with Class ha February 1, 1936 when the new 
Order went into effect. ah 
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putterfat differential has been at three cents, except for the month 

of May 1924, and from May 1927 to May 1931, during which time it was 
generally at four cents. Since May 1931, however, the differential 

paid for variation in butterfat content of milk‘has remained constant 

at three conts for each one-tenth of a percent variation from 3.5 percent. 


VI 


The Price Structure Provided by tne Proposed 
Marketing Agreement and Order for the §&t. Louis Marketing Area 


me ine, classification oO: milk 


The classification of milk set forth in the proposed market- 
ing agreement and order has embodied in it the principles which - 
cooperative marketing organizations in several of the large fluid 
milk markets of the country, including the St. Louis market, have 
been using for years. In fact, these plans had their origin 
largely in the efforts of cooperative milk producer marketing 
organizations to obtain fair and equitable returns to their members 
for thoir milk. j 


ee 


A general discussion of the basis for . having a classified-—use plan 
for pricing milk is given in the following excerpt from a publication writ- 
ten by E. W. Gaumnitz and 0. M. Reed and soon to be issued by the Depart- 
ment of Agriculture. 


"The most important service rendered members by bargaining co- 
operatives is that of selling their milk to distritutors. The contract 
between the producer member and the cooperative usually contains a 
provision whereby the member agrees to sell his milk to the cooperative, 
or the cooperativwis appointed the sole sales agent of the producer for 
all of his milk and other dairy products, except milk used by the pro-. 
ducer for home consumption. The association usually agrees to sell the. 
milk of the member and return to him the proceeds of such sale, subject 
to certain deductions for covering the operating expense of the coopera~ 
tive. Thus the coopérative stands in the position of being the sole 
sales agent of a large number of producers. While the production of 
milk is usually in the hands of a large number of producers, the output 
of such individual producers being very small relative to the total 
produced in the market supply area, the sale of such milk is placed in 
the hands of a single agency. 7/ Under these conditions the sale of milk 
becomes in large part a collective action and there arises the necessity 
for the formulation of sales and price policies." 


The cooperatives, once organized, were immediately faced with the 
problem of selling o11 the milk of their members. . One writer summarized 
the problems confronting the cooperatives, when they began operations, 
in the following statement: ; 


"At that time we were confronted with irregular methods of buying, 
irregular methods of payment, unsatisfactory conditions of weighing or 
measuring, failure to pay on the part of some buyers, and often irregular 
and unfair practices on the part of the producers themselves." 8/ 


Tne cooperatives formed during the period of the World War and 
immediately thereafter, a period of rapid development of milk bargaining 
cooperatives say apparently bargained with distributors for flat prices for 
oll milk. They were successful for a time in securing flat prices that 
they considered satisfactory, probably due to the high level of prices 
for milk used in manufactured dairy products, but this situation did not 


a 


7/ Several cooperatives operate in some markets. 

8/ Allebach, H. D., "Aims and Methods of Collective Bargaining", 
American Cooperation, 1928, Volume II. | 

9/ Metzger, Hutzel, Cooperative Marketing of Fluid Milk, Technical. 
Bulletin No. 179, United States Department of Agriculture. 
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In:some. cases, where it appears’ that the Plateprices established 
by the cooperative were too high relative to the price of: milk used) ines 
manufactured dairy products, distributors would refuse to take the milk — 
of all producers supplying thom, leaving the product to seek a markot 
elsewhere. Way : 


Horner puts the matter thus: 

"Qite naturally the flat price was first used because farmers. | 
were not familior with the conditions of the market. It was when distri- 
butors dDegan to ask for a lower price because of large amounts of surplus 
that the producers saw the equity of a use price Dasgls % .«n. 


_WThore.seoms to be no reason why milk should be bought on a pat Beer ope 
Dasis. tip /me. is Mae Bu ok. te a 


Perhaps the. most. fundamental difficulty in pricing milk %o 


a 


10/ "The heavy European demand ereatly increased the price of con— 
densed and evaporated milk during the World Ware Fluid milk prices 
lagged behind prices for the evaporated products from August 1915 to 
April 1917. . With tne rapidly increasing demand for milk and other dairy 
products from 1917 to 1920, marketing associations for the most part had 
little trouble in. obtaining high returns under the flat-price system; but 
it finally became evident that cessation of the war-time. demand for con- 
densed and evaporated milk had left a large volume of these products for 
which there was no profitable outlet .. - With the loss of profitable © 
outlots for these products, a few manufacturers closed thoir plants, and 
those that continued to operate were enabled:to do so only by paying 
producers greatly reduced prices. As a result, the producers . « « could 
not force a rise in the flat—-price level while the total demand was below 
the totak“supply. Distributors having a relatively large volume of sur- 
plus also became dissatisfied with the flat-price system because it 
failed to recognize that a large part of their volume had a market value 
below the average on which the flat-price was based." Bartlett, R. W., 
Cooperation in Marketing Dairy Products, Chapter 1, pp. ll-le. 


cay "Tike other associations, as soon as we got started in 1917, 
wo found that milk producers were in the habit of allowing production to 
become very uneven and out of balance with demands. The supply would 
often be nearly double the demand and at other times of the same year 
the supply did not equal the demand. This situation was very disastrous 
ond many producers had no market at somé seasons of the year." Hough, 
C. E., "Basic and Surplus Milk Classification Policy," American Coopera- 
tion, 1925, Volume II. Le Met 


12/ Horner, J. T., "A Comparative Study of Various Fluid Milk _ 
Marketing Plans," American Cooperation, 1926, Volume II. 
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distributors on a flat-price basis is that distributors tend to vary 
widely relative to the proportion of milk sold in each use, coupled with 
the fact that, in a market sufficiently large, differences in transporta- 
tion costs per unit of milk, and the product equivalent of such unit of 
milk, operate so that the market tends to be zoned, and milk used for 
fluid milk must command a price sufficiently higher than the cream equi- 
valent of a unit of milk to cover the higher cost of transporting milk 
in fluid form, rather than as cream or other product form. 13/ 


It is well recognized that there are marked variations between 
distributors with respect to the proportion of their total sales repre- 
sented by sales of milk in fluid form. an example of this type of 
variation between distributors is set forth in table 34, which shows the 
number of distributors in specified markets, classified according to the 
proportion of their total milk sales that was sold in fluid form. In 
the Boston market the proportion fluid milk sales are of total sales 
varies for particular distributors from slightly above zero to over 90 
percent, with six distributors falling in the former category and four 
in the latter. Twenty-one distributors sell over fifty percent, while 
fifteen sell less than fifty percent of their total sales in fluid forn. 
In §t. Louis, Missouri; Phoenix, Arizona; Richmond, Virginia; and San 
Diego, California; the range is not so great as in Boston, but neverthe- 
less wide variations exist. (See table 34.) 5 eaten | 


Cooperatives, in bargaining for flat prices, found that two major 
difficulties confionted them, these being: 


()) If they bargained for a flat price which would closely approxi- 
mate the weighted average of the prices that would tend to prevail for 
milk and the ‘cream and other product equivalent of milk £.0.0. city (and 
it probably is a reasonable presumption that they would batgain for pri- 
ces somewhat higher than such weighted average), the distributor who 
utilized a higher proportion of his receipts in fluid form than the aver- 
age for the market would be placed at an advantage as compared to the 
distributor who utilized a lower proportion of his total: receipts as 
fluid milk than the average proportion for the market as a whole: and 


(2) Under the flat-price system distributors who utilize a 
Significant proportion of their total receipts in product form tend to 
cut off producers in order to bring their receipts and fluid milk sales 


a cen mn a ee 


13/ Differences in sanitation regulations for milk and the several 
products also operate to increase the price of fluid milk relative to 
milk used for other purposes, since milk used as fluid milk usually has 
to meet more stringent regulations than milk produced for use in product 
form. . 
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into closer adjustment, or refuse to bargain with the cooperative. 14/ 


Metzger states that "With the coming of the cooperative associa- 
tion to represent the producers, the distributor continued to use the 
same argument for lower prices that he had used for years: That there 
was so much surplus he could not profitably dispose of the milk unless 
the buying price was low. In many markets it was felt that this was 
often used as an argument to place prices lower than they should be. 
It was proposed that the distributor show the producers exactly the 
Quantity he sold for different uses, and that a basis of payment be 
arranged according to the quantities of milk sold in each of these 
Classes. The plan is usually known as the 'Classification! plan and 
sometimes as the 'Use! plan.!! 15/ 


In an effort to overcome some of the difficulties of the flat-— 
price system, a system of pricing milk according to the form in which 
it was sold by distributors gradually developed. Apparently, the plan 
was first used on m extensive scale in Boston, Massachusetts, Washing-— 
ton, D. C.,-.and Philadelphia, Pennsylvania, about 1918. Since that 
time the plan has been instituted in a large number of milk markets. 

At the present time in most large markets milk is sold to. distributors 
Sreeme Daisis Of 2 classifiod price plan, that is, distributors pay 
different prices for milk depending upon the form in which they sell it. 
In some markets 2 rating plan 16/ was used:in such a manner that it oper- 
ated not only as a plan for prorating to producers the proceeds of 

sales to distributors, but also as a plan for selling milk to distri- 
butors. Tnis was accomplished by setting total ratings at aodout the 
same level as fluid milk sales, and shifting producers among distri- 
butors so that the milk each distributor was required to pay for at 
"basic prices" closely approximated each distributor's fluid milk 

sales. In this manner, the rating plan also acts as a classified 


14/ Yor examples "A dealer under the flat-price system does not 
want to buy any more milk than he needs to take care of his fluid 
market. Therefore, when production increases above what he needs for 
fluid milk, all sorts of methods are used to cut dow the supply. The 
dealer may: tell the farmers to hold back a day's supply of milk. . The 
result is that the farmers probabdly sell the milk elsewhore at still . 
lower prices. Or the dealers neglect to send a sufficient number of 
cans to take care of the production. The farmer, then, has no method, 
unless he owns his own cans, of getting the milk into tne market under 
a cut-price sale. It is a shut-back system of handling surplus." Bron- 
son, W. H., "Milk Price Formulas," American Cooperation, 1925, Volume II. 

Miilk dealers will not agree in advance to buy unlimited quan- 
tities of milk at fluid prices that are satisfactory to producers. They 
will pay satisfactory prices for the milk which they can sell as fluid 
milk, if the surplus of producers! shipments.can be paid for at prices 
which represent the value of those surpluses.! Hough, C. E., "Basic 
and Surplus Milk Classification Policy," American Cooperation, 1925, 
Volume II. 

15/ Metzger, Hutzel, Cooperative Marketing of Fluid Milk, Technical 
Bulletin No. 179, pe 48. U. S- Dept. of Agriculture. 

16 / Commonly called the base-rating, basic-surplus, or base-surplus 
plan. 
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price plan under which the distributor is charged different prices for 
milk sold by him in different forms, Bak icone 


Some indication of the development of. the classified price plan 
of selling milk to distributors is given in table 35. The historical 
data readily available are far from complete, certainly with respect to 
the dates the plan was instituted in different markets and the number 
of classes of milk, mt it is believed that the data are reasonably 
accurate in indicating the development of classification. The data in- 
dicote that in 1918 milk was being sold to distributors on the basis of 
a classified price plan in two markets. In 1933, 30 markets were oper- 
ating under the plan. It should be emphasized that these figures do 
not represent the total number of markets operating under the plan in 
the United States, since data are lacking for many markets. However, 
the figures probably. represent the trend in the development of the plan. 
(See table 35.) 


It should be stressed that the classified price plan is a method 
of selling milk to distributors, that is, a schedule of prices ror 
classes of milk set up, such classes being based on the form in which 
it is used by the distributor. 


Prior to November 22, 1933, when the first Federal Marketing 
Agreement and License became effective in St. Louis, a precedent had 
beon estadlished for classifying milk into three classes, since the. 
Sanitary Milk Producers! Association, producing approximately 67 per- 
cent of the milk produced for the St. Louis Marketing Area had sold 
milk to handlers on a classified price basis from November 1930 to 
May 1933, three prices being established for milk according to use. 
The classification ombodied in that agreement and license, which was 
tho same as had been used earlier in the market; was:as follows: 


Class I - tho amount of milk sold by a handler for consumption 
as whole milk. 


Class II - an amount up to or equal to the amounts accounted for 
as Class I. 


Class III- the remainder of the milk purchased by the handler. 


With the institution of License No. 35 an March 2, 1934, this 
classification was altered only with respect to Class II which was de- 
fined as "All milk used by distributors as cream for ultimate con- 
sumption in the St. Louis Sales Area." On August 14, 1934, Class II 
was redefined to include milk used for evaporated and condensed milk, 
flavored drinks, creamed buttermilk, and creamed cottage cheese along 


ch po es 


Table 35.- Cumulative total of markets instituting classified price 
plans, 1918 - 1933, inclusive. 


chi PAPER ee ae os mace 
1918 : p 
1919 ; 3 
1920 ! 4 
1921 6 
1922 3 
1923 10 
1924 11 
1925 : mC 
1926 : 12 
1927 : ie 
1928 } As 
1929 : 15 
1930 | 19 
1931 24 
1932 ! 28 
1933 : 30 


/ 3/7 markets operating under the classified price plan are 
not included in the above, due to lack of data with respect to 
the date of institution of the plan. 
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with milk used as fluid cream. Order No. 3, which became effective 

on February 1, 1936, provided for only two classes with a provision 
for pricing milk used by a handler for manufacturing evaporated milk 
in hermetically sealed containers separately from other Class Il 

milk. Class II milk under this order included all milk not accounted 
for as Class I. The total volumes of milk used by classes and the per- 
cent of the total milk used in each class is presented in table 36. 


2. The classification of milk provided for in the proposed marketing 
agreement. and order 


The proposed marketing agreement and order provides for the 
following two classes of milk; 


Class I milk shall be all milk sold or given away in the form 
of milk containing not less than one-half of one percent of butterfat 
and all milk not specifically accounted for as Class II milk. 


Class II milk shall be all milk specifically accounted for 
(a) as actual plant shrinkage, not to exceed 2 percent, and (b) as 
being sold or given away in any form other than milk containing not 
less than one-half of one percent of butterfat. 


This classification is substantially the same as the one pro- 
vided by Order No. 3, except that all milk not specifically accounted 
for is classified under the proposed marketing agreement and order as 
Class I, instead of as Class If. The method »of classifying milk pro- 
vided in the proposed marketing agreement and order has the advantage 
of requiring handlers to specifically account for all milk sold in 
the lower price classification and requiring them to pay the higher 
Class I prices for all milk not so accounted for. In this way pro- 
ducers are protected from carelessness on the part of handlers in 
handling milk. 


The definition of Class I milk as "all milk sold or given away 
in the form of milk containing not less than one-half of one percent 
of butterfat ... .! is merely recognition of a common trade prac-— 
tice. Skim milk, according to commercial terminology and practice, is 
milk that has been subjected to the process of separation, whereby the 
butterfat is removed from ‘the milk to as great an extent as is possible 
with available machinery. The amount of butterfat remaining in the 
skim milk, due to the fact that no skimming apparatus removes all of 
the butterfat from the milk, ranges from about one-half of one percent 
downward, depending upon the efficiency of the apparatus. Milk that 
has the butterfat removed to this extent is commonly recognized in the 
trade as skim milk; hence, it should not be considered as milk. Milk 
containing over one-half of one percent butterfat is commonly recognized 
in the trade as nilk, and by defining Class I milk in this manner due 
recognition is given to common trade practice. 
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Milk sold by ea handler to another handler or to @ person not 
a handler, but who distributes milk, is considered as Class I milk 
except that if the selling handler on or before the 5th day after the 
end of the delivery period furnishes to the Market Administrator a 
statement which is signed by the buyer and the seller that such milk 
was used to produce a product specified in Class II, such milk shall 
be classified accordingly. 


In the case of producer-handlers, provision is made for classi- 
fying the production of such handlers in the same manner and in the 
same proportion as the milk of all producers is classified. This is 
accomplished by subtracting from each class the proportion of such 
handlers! total production as the amount of butterfat in each class 
bears to the total butterfat in the pool. After this subtraction is 
made the remaining butterfat equals the amount of butterfat for which 
such handler must pay his other producers. 


In order that the classification of milk shall be accomplished 
on a uniform basis the actual method which the Market Administrator 
shall use in such classification is provided in section 3 of article 
IV as follows: | 


"Sec. 3. Computation of Milk in Hech Class.— For each delivery 
period, the Market Administrator shell compute for each handler the 
hundredweight of milk in each class as follows: 


Nl. Determine the hundredweight of milk in Class II as follows; 


"(a) Multiply the actual weight of the manufactured pro- 
ducts of milk by the percent of butterfat contained therein and 
divide by the average butterfat test of milk received from producers; 


'(b) Multiply the actual weight of the cream, which was 
not used in manufactured products, by the percent of butterfat con- 
tained therein and divide by the average butterfat test of milk re- 
ceived from producers; 


"(c) Add, to the amounts computed in (a) and (b), the 
actual hundredweight of milk constituting plant shrinkage, which shall 
not exceed 2 percent of the total receipts of milk; and 


"(d) If the average butterfat test of the milk sold in the 
form of milk containing not less than lye of 1 percent of butterfat 
content by such handler is less than the average butterfat test of the 
milk received from producers, subtract the hundredweight of skim milk 
which is necessary to be added to milk of the average butterfat test 
of milk received from producers to reduce it to the average test of the 
milk gold in the form of milk containing not less than 1/2 of 1 percent 
of butterfat content; or 


"(e) If the average butterfat test of the milk sold in the 
form of milk containing not less than 1/2 of 1 percent of butterfat 
content by such handler is greater than the average butterfat of the 
milk recéived from producers, subtract the hundredweight of crean 


oh ek a 


which is necessary to be ‘added hs the mle of the average butterfat 
test of milk received from producers to increase it to the average 
test of the milk’ sold in the form of milk containing not less than 
H/2 of 1 percent of butterfat content. 


"2. Determine the Pantredee parte of milk in Class I as follows; 
subtract, from the total hundredweight of milk received, the hundred- 
weight of Class II milk, computed in paragraph 1. 


"3. Determine the classification of milk received from producers, 
to which the prices set forth in article V apply, as follows: 


"(a) Subtract ren the hundredweight of milk in each class 
the und tegtes oh of milk received from other handlers and used in said 
class; and 


"(b) In the case of a handler who also distributes milk of 
his own production, subtract, from the hundredweight of milk in each 
class, a°further quantity which shall be computed-as follows: divide 
the hundredweight of milk in each class by the total hundredweight of 
all classes, and multiply by the total hundredweight of milk produced 
by him." | a 


Paragraph 1 provides the method by which the amount of milk used 
for Class II purposes shall be determined. For this purpose the amount 
of butterfet in the various manufactured products is ascertained, and 
the amount of such butterfat is divided by the average test of milk re- 
ceived from producers. In this way the amount of milk of the average 
butterfat content of receipts, necessary for the production of the manu- 
factured products, is computed. The amount of milk necessary for the 
production of cream is determined in the same wey. To the total amount 
of milk determined as having been used in the manufacture of cream and 
other dairy products the actual amount of plant shrinkage not to exceed 
e percent of receipts is added. In the event that a handler sells 
Class I milk of a butterfat content different from the average butterfat 
content of his receipts, an amount of skim milk or cream, as the case may 
require, is subtracted from the Class II milk, which amount will be equal 
to that necessary to be added to milk of the average butterfat content of 
receipts in order to raise or lower the butterfat content of receipts to 
that of the Class I milk sold. 


Paragraph 2 provides for the determination of the amount of 
Class I milk by subtracting the amount of Class II milk as computed 
under paragraph 1, from the total receipts of milk. 


This method of calculation results in the classification of nilk 
on a hundredweight basis irrespective of butterfat content. In other 
words, a handler selling one hundred pounds of milk, for consumption as 


a Sal 


fluid milk in the st. Louis Marketing Area; containing © percent 

of butterfat, is charged with the same amount of Class I milk as a 
handler selling one hundred pounds of milk containing four percent 
of butterfat, for the same uses. However, sf both handlers are buy- 
ing milk containing four percent butterfat, the first handler would 


have: one pound of butterfat for Class II uses. Variations in butter- 


fat content of Class I milk by handlers receiving milk of the same 
butterfat content consequently result in yariations in cost of Class 
I milk equal to the Class II price, in terms of butterfat or the 
butterfat differential. Tigkits cae : 


Paragraph 3 of Section 3 is a step in the classification of 
milk received from producers by a particular handler who may have 
bought milk from another handler and may also have produced on his 
own farm part of the milk sold by him. Milk bought from other 
handlers is subtracted directly from the class in which it was used, 
since it will be paid for by the first handler who received it from 
producers and sold it to the second handler. The milk produced by - 
the handler is subtracted out of each class in proportion to the 
totel utilization of thé milk in each of the classes in order that 
the production'of the handler may be in the same position as the 
deliveries of each producer who sold him milk. he final result of 
this classification procedure is the total volume of milk which the 
particuler handler received from producers, divided into its utili- 
zation in the specific classes ready for the application of appro- 
priate class prices to determine the total amount of money which the 
handler will distribute to producers who have delivered milk to hin, 
subject, of course, to the butterfat differential, as explained 
above. 


) 


-~ 95 = 
3, Minimum prices provided for in the proposed marketing agreement 
and order 


ss The proposed marketing agreement and proposed order, requires 
that handlers pay the following minimum prices per hundredweight for 
milk having 3.5 percent of butterfat content delivered f.o.b. the 
handler's plant in the marketing area: 


For Class I milk: $2.45. 


For Class II milk; <A price equal to 3.5 times the average 
price per pound of 92 score butter at wholesale in the Chicago mar- 
ket as reported by the United States Department of Agriculture plus 
30 percent thereof, plus 25 cents, except that in the case of milk 
used in the production of evaporated milk in hermetically sealed con- 
tainers, the price shall be not less than that set forth in the mar- 
keting agreement and license for evaporated milk issued by the Sec- 
retary on May 31, 1935. 


These minimum prices are practically the same as those actu- 
ally paid by handlers in this market from September 1936 to September 
1937 with the exception of the flush production season April, May, 
and June 1937. (See tebles 37 and 38) Since August 1937 the price 
paid by handlers for Class J milk, meeting the new St. Louis inspec- 
tion requirements has been even higher, $2.70 per hundredweight. 
Receipts, however, have been on a lower, level during 1937 than during 
1936, partly because of more stringent health regulations and stricter 
enforcement of them and relatively high prices for grain, beef cattle, 
and hogs. hese cless prices for milk consequently do not appear to 
be too high. But at the same time larger supplies of corn this year 
compared with last year with resulting lower corn prices make it ap- 
pear unwise at the present time to establish minimum prices at any 
higher level than those specified above. The establishment of these 
minimum prices, however, does not prevent any handler from paying 
higher prices either because of a shortage of milk or as a premium 
for high guality nilk or for any other reason. 


Butterfat differential. Section 2 of article VIII of the 
proposed marketing agreement and order provides that payments to 
each producer whose milk is above or below 3.5 percent butterfat 
content shall vary from the blended price at the rate of 4 cents 
per hundredweight for each one-tenth of one percent butterfat con- 
tent variation from 3.5 percent. In Order No. 3, under which the 
market has been operating since February 1, 1936, the butterfat 
differential provided was only 3 cents per hundredweight of milk for 
each one-tenth of 1 percent variance. An increase has been provided 
in the proposed marketing agreement and order because of an increase 
in the price of butter. During the first 8 months of 1937, the price 
of 92 score butter at Chicago averaged 31.94 cents per pound. During 
the year immediately preceding the introduction of order No. 3 the 
price of 92 score butter at Chicago averaged 28.81 cents per pound. 
Furthermore the minimum price for Class II milk provided in the proposed 
marketing agreement and order with a price of 31.94 cents per pound for 
92 score butter at Chicago is $1.69 per hundredweight of milk containing 
3.5 pounds of butterfat or 48 cents per pound of butterfat. 


Table 37.- Sf. LOULS, MISSOURI:- Comparison of proposed form- 
be ula prices per hundredweight for 
Class II milk f.o. b. market with 
handlers buying prices per hun- 
dredweight f.o.b. market by months, 


1937. 
enor buying 
Month Soh Formule prices 1/ Ere ane 
Petree eee. "1095 mae 
February : i aate } Pelee (er 
March ~ _ : | gee. he: : “Coes 
hori ook ae ane Li? : ee 
May oe e645 - 7 1.53 | 
June | 1.52 * 1.515 
guly : poms Hg 1.65 
August aes 1.70 -_ La 
september | site ori : 1.80 
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1/ Formula price equals 5.5 times Chicago 92 score RSENS plus 
30 percent thereof plus co cents. 
2/ Compiled from reports of the market Weta com 
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TABLE 38. - ST. LOUIS, MISSOURI: Index of prices paid by farmers 
_' for commodities bought, prices paid by handlers per 
hundredweight for 3.5% Mili, £.0.0s Cliy andeparrty 
prices, average Jamuary 1923-Jduly 1929, by years 
1933 - 1936, by months 1947. 


(Base proclaimed by the Secretary 1-23-36) 


oa 7-_—o _ 


“y Index of prices: Price per cwt. of 3.5 milk f.o.b. city _ 
Year and Month ‘paid by farmers: Class Ii/ it Gass IT 2/ MY >. 
‘ for commodities’ Prices 3/ Parity Prices 3/; Parity 
re ber SMWOOUSHt o¢ Su sepaid al a PEL OOS : aeDeiGe veer t Oe see 
Average Jan. 1923- Percent ' Dollars : Dollars : Dollars * -  Doltars 
meedily 1929 100.0 eH eae Lai wen B68: Cylanet 
1933 70.9 Did alm be | 1.26 
1934 ie 80.0 2.04 ‘yD ime Dat berg ol enel ef 
1935 ck ia 81.3 B81 DAG ed cs etal eee 1.45 
1936 80.6 2.27 iter Riese La6Se ya \cgndlto 
137 ; 
January a 84.5 2.45 2.40 Paes ee me rns Ee 
February 85.8 Dia5 2.44 Venn Lee 
March 85.8 2.45 Di dA wine bees 1.53 
April ! stant 2.45 a ey a ye sess) 
May 87.1 2.45 eae 1.53 1.55 
June Svane 2.45 2.47 Lede Loos 
July 86.4 2.45 2.45 1.65 1.54 
August 85.8 2.45 2.44 DVO. ice! Gane 
September . 84.5 PEASE OO: ‘oye DAD 1,70-1.80: 1.50 
October : 83.2 2.86 ‘1.48 
November 
December 
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Means all milk sold as milk containing not less than ibe of 1% butterfat. 
Means all milk in excess of Class I. 

Compiled from reports of the Market Administrator. 

Calculated by applying the difference between the price per pound of fat in 
Glass I milk during 1930-1931 and 193° and the price of butterfat in Minnesot: 
to the price per pound of butterfat in Minnesota during the base period. 
Wholesale price of 92 score butter at Chicago times 3.5 plus 15%. 
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Purchasing power of milk prices.- The Agricultural Marketing Agreement 
Act of 1937 requires that "The Secretary of Agriculture, HTLOr vO pre= 
scribing any term in any marketing agreement or order, or amendnent there- 
to, relating to milk or its products, if such term is to fix minimum prices 
to be paid to producers or associations of producers, or prior to nod- 
ifvying the price fixed in any such tem, shall ascertain, in accordance 
with section 2 and section 8c, the prices that will give such commodities 
a purchasing power equivalent to their purchasing powor during the base 
period. The level of prices which it is declared to be «the policy of 
Congress to establish in section 2 and section 8e enaklsaior she pure 
poses of such agreerent, order, or amendment, be such. level as will 
reflect the price of feeds, the available supplics of feeds, and other 
econonic conditions which affect market supply and demand, for mite OG 
its products in the marketing area to which. the contemplated marketing. 
agreement, order, or amendment relates. Whenever the Secretary finds, 
upon the basis of the evidence adduced at the hearing required by sec- 
tion 8> or 8e, as the case may be, that the prices that will give such 
commodities a purchasing power Cquivalent to their purcnasing power 
during the base period as detormined pursuant to section 2 and section 

8e arc not reasonable in view of the price of fecds, the aveilable 
supplics of feeds, and other ccdonomic conditions which affect market 
supply and denand for milk and its products in the marketing area to 
which the contemplated agreencnt, order, or amendnent relates, he shall 
fix such prices as he finds will reflect such factors, insure a suf- 
ficient quantity of ‘pure and wholesome milk, and be in the public in- 
terest. Thereafter, as the Secretary finds necessary on account of 
changed circumstances, he shall, after due notice and opportunity for 
hearing, make adjustments in such prices." 


The available statistics in the Dopartment of Agriculture did not 
provide a means of satisfactory determination of the purchasing power Oat 
milk during the period August 1909-July 1914, but did provide means of 


satisfactory determination of the purchasing power of milk during the * 


period August 1923-July 1929. The Secretary therefore found and pro- 
claimed the latter period as the base period for his guidance in Order 

No. 3. This period is the only portion of the gencral base period 

August 1919 to July 1929 for which satisfactory data on milly spruces 

in this market arc available in the United States Department of Agricul- 
ture. The purchasing power of these prices for cach class of milk dur- 
ing the base period is indicated by their ratio to an index: of pricés pad 
by farmers for commodities bought, regularly compiled and published by 

he United States Dopartnent of Agriculture. The prices of Class I and 
Class II milk that would have ind a purchasing power in terms of the 
commodities that f-amers buy in the United States equal to that in the 
above base period, during October 1937 were $2.36 and $1.48 per hundred- 
weight respectively. Actual prices paid by handlers in the St. Louis, 
Missouri market in October 1937, however, exceeded these so-cnrlled 

Nparity prices" by from 9 to 34 cents per hundredweight for Class I milk 
and 36 cents for Class II milk. ne. Class ol ‘price’ or $2.45 per hundred- 
weight provided in the proposed mirketing agreement and order is 9 cents 
per hundredweight above the "parity price" level in October. The Class II 
price paid by handlers in October is the snc as provided under the 
proposed marketing agreement and order. 


C) 
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The Agricultural Marketing Agreement Act of 1937, as quoted above, 
however, provides that when the prices which would restore the purchasing 
power of milk in a market are not. reasonable in view of the prices of 
feeds, the available supplies of feeds and other economic conditions 
which affect the market supply and demand the Secretary of Agriculture 
shall fix such prices as he finds will reflect such factors, insure a 
sufficient quantity of pure and wholesome milk and be in the public 
interest. .It has beon shown that milk reccipts in this market have becn 
on a lower level in 1937 than in the preceding year, in spite of higher 
blended average prices, because of high prices for feed, beef cattle, 
and hogs, more stringent health regulations for milk sold in St. Louis, 
Missouri for consumption as fluid milk and other factors. Handlers in 
this market have recognized such current supply and demand conditions by 
paying prices as high or higher than those provided in the proposed 
marketing agreement and order in all but three months since September 
1936. These prices have, therefore, proved to be justified in order to 
obtain a sufficient quantity of milk for the St. Louis market under 
present conditions. 


It may also be pointed out that the quality requirements for fluid 
milk sold in the marketing area have become much more stringent recently 
and present sanitary requirements are not at all comparable with such 
requirements in the base period. Conscquently a comparison of the 
prices proposed in the marketing agreement and order with "parity prices" 
does not serve as an entirely satisfactory criterion for setting mininun 
prices to be paid to producers for Class I or Class II nilk. These 
prices are in tho public interest because they have been found to be 
necessary in order to assure an adequate supply of milk of the requisite 
quality. 


- 100 - 
A, Type of Pooling Plan Proposed 


Tho Agricultural Marketing Agreement Act of 1937 provides two 
general methods of distributing or apportioning to individual producers C 
the money that handlers may be required to pay for milk purchased under 
any orders issued by the Secretary of Agriculture regulating the handling 
of milk in.a fluid-milk milk-market. One is called the market-wide pool 
plan. Under it all producers and associations of producers delivering 
milk to-any handlers in a market receive uniform prices for all milk de- 
livered in each pay period, irrespective of the uses made of such mi 1k 
by the individual handler to whom it is delivered. The other metnod 1s 
called the individual-handler pool plan. Under it all producers and deh 
sociations of producers dclivering milk to the same handler receive unl- 
form prices for all mili delivered by them during each pay period. Under 
both plans the prices paid producers are subject to adjustments for (a) 
volume, market, and production differentinls customarily applied by the 
handlers subject to an order,’ (b) the grade and quality of milk deliv- 


ered, and (c) the location ot which delivery of such milk is made. 


Both the market-wide and individual-hondler pooling plans have 
been tried out in the St. Louis, Missouri, market. A market-wide pool - 
plan was introduced along with a base-rating plan on November 22, 1953, 
when Federal License No. 18 became effective. These plans were con- 
timucd under Federal License No. 35 which became effective March 1, 1934, 
until November 15, 1934, when the basc-rating plan was dropped. The mar- 
ket-wide pool plan was continued until March 4, 1935, when it was super 
sedod by an individual-handler pool plan. The latter plan is still in 
use under Federal Order No. 3 which became cffective February 1, 1936,, 
and the proposed marketing agreement and. proposed order provide for its 
continuation. 


Under perfectly competitive conditions all handlers would pay and 
all producers would receive the same prices for milk of the same grades, 
quality, location, and time, ofrdelivery, without any pooling plan. But 
conditions are not perfectly competitive in fluid milk markets. Some 
handlers may pay less while others pay more than the prevailing market 
price for milk for a short time because of imperfections in the operation 
of co.petitive forces in a fluid milk market. Such markets are all 
relatively small. In practically all of them three or four dealers han- 
dle 50 to 90 percent of the milk distributed. In the St. Louis market 
68.3 percent of the class sales were made by four hendlers during 1936. 
While there have been from 46 to 62 handlers reporting their class sales 
of milk to the narkct administrator in this market since March 1934, 
most of them sell only a small amount of milk. Furthermore, the market 
outlet of individual producers is relatively linitcd because of the ex- 
isting arrangements for handling and transporting milk. In Deconber 
1936, handlers in the St. Louis market were buying milk at 36 country u 
plants or receiving stations scattered throughout the milk shed. With 
one exception, however, there was only one country station in a town. 
Many producers may therefore find it economically advisable to deliver 

heir nilk to the nearest country plant or receiving station even though the 
prices paid are relatively low. They may not have a satisfactory alter- 
native market. Most of the truck routes in the St. Louis market are 


also operated by handlers. Individual producers on a truck route op- 
erated by a particular handler may have little choice as to the handler 
to whom they will sell each month. Their market outlet is‘ definitely 
limited. oe 8 ; 
furthermore, a satisfactory comparison of prices paid by individ- 
val handlers is relatively difficult to make, One handler may pay 
higher prices in the flush season than another handler but lower prices 
in the slack production season. Farmers are primarily interested in 
securing the highest average annual price for their-milk. They may, 
‘however, be slow to make such comparisons. Besides: the situation is. 
changing all of the time. A particular handler may have paid relatively 
low prices in the past but have good prospects of paying relatively high 
pricés in the near future. For all of these reasons shifts in the sale 
of milk from one handler to another may take place’ slowly. Nevertheless, 
they do tend to take place, and it is not usually necessary for many 
producers to shift from one handler to another in order to-keep prices 
paid by each handler at the prevailing market level. In other. words; 
competitive forces under individual-handler pool plans tend to couse 
handlers to adjust their purchases and class sales so that the average 
prices they are required to poy for milk are all on Spproximately the 
seme level. Competitive forces wovld also tend to compel handlers, 
without any pooling plan, to psy the same level of prices to all of their 
producers from whom they receive milk, But such forces cannot be expect- 
ed to opernte nearly as effectively in causing ench handler to pay the 
same level of prices to nll of his producers, without any pool plan, as 
‘in causing all handlers’ to pay the same level of prices under an individ- 
ual-handler pool plan, Under the latter plan, as pointed out above, if 
any handler pays less than the markct level for his milk some of his 
producers can be expected to sell their milk to other handlers. Some 
of the producers from whom each handler obtains his milk are probably in 
a position to make such a shift rather casily and quickly whenever it 
becomes economically advisable. But all producers can not make such 
shifts very easily. Often the delivery of milk to another handler would 
involve additional expensc. In the absence of a pooling plan individual 
handlers might, therefore, pay less than the prevailing market level of 
prices to such producers, while at the same time paying a higher level 
of prices to producers in a position to sell to other handlers. Some 
pooling arrangement, therefore, seems necessary. 


Under individvual-handler pool plans it is to be expected that 
competitive forces will be strong enough to cause all handlers to pay 
approximately the same average price over a period of time for milk of 
the same grade, quality, location, or time of delivery, either by the 
payment of a premium in addition to the minimum prices specified or by 
an adjustment in the class utilization of milk by individual handlers or 
the volume and location of milk purchased. The competitive forces 
operating in such cases are the efforts of producers to obtain as high a 
price as possible for their milk and the efforts of handlers to make as 
large a profit as possible, In other words, if competitive forces are 
operating effectively in a market the prices received by producers dcliver- 
ing milk to different handlers should average the some over a period of time 


under pee the POR LAE plans, if class prices are the same... 


A special study of the operation of the individual-handler pool 

Plan in the St. Tonis: market indicates that it has been working quite, 
_Satisfactorily since its adoption on March 4, 1935. During the first 
year of operation aprroximately 85 percent of the milk in this market 
Was received by handlers whose weighted average annual prices were | 

Sach within 5 cents per hundredweight of the market-wide pool. price for 
the same period. Paurthermore, - during the following. ten-month- period ‘ 
prices paid by handlers varied even less from the market-wide pool. 
. price - approximately 89 percent of the milk being purchased by handlers 
whose prices were within 5 cents per mundredweight of the market-wide 
pool price. Only 3.7 percent of tho milk received.in this market 
“during he Tirst period and 0.8 percent during the second period was 
“purchased by handlers whose weighted average annual prices were more than 
15° cents above or below the markct-wide pool price for cach period — 
respectively. Besides there was a noticeable tendency for handlers 
Having relatively high class utilization the first period to have a 
lower class saan een during tho. sccond period, and those with a low 
Class utilization the first period to-have a higher-one the second 
period. Competitive forces, therefore, seem to be.operating rather. 
effectively in this market under an individual-handler pool plan in 
_ the direction of caus sing handlers to pay BEV OREMaNS Ly the market-wide 
eee). prices : 


Furthermore a ma tice tamide: pool plan wovld be more difficult tO 
administer ‘than an individual-handler pool plan. -It appears, . therefore, 
‘that no change should be made in’ the type of pooling plan for. this. 
marice under the proposed marketing agreement and, proposed order. . 


* 


Other Provisions of, the Propo sed. Marketing i: 
Agreement: and Order for the St. Louis Marketing Arca. 


“* Tye remaining provisions of the proposed marketing ‘agreement ‘and : 
order are nocessary for the. purpose of making affective the classification 
“and price‘provisions treated nereindefore. These romaining provisions are 

discussed briefly in the: following pages: . re. 
A, The St. Lowis Ma 


y 
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eee eS defined in the proposed marketing’ agreement and order, the. 
St. Lovis' Marketing Arca! means the territory within the corporate limits 
‘of the city of St. outs, Missouri, ,and the territory within St. Ferdinand, 
Central, Carondelet, and Bonhomme townships in St. Lovis County, Missouri ; 
Chouteau, Venice, Nameoki, and Granite City” ownships in Madison County ,: « 
Illinois; and Stites). Canteen, Caseyville; East St. ‘bovis,’ Centerville, . 
Belleville, St. Clair, Sugar. Loaf, Stockey, and O'Fallon townships in. 

St. Clair-Gounty, Illinois. Bera gee 


Hate 


ier The marketing area,.as defined above, “ineludes only territory 
(the city of St. Louis. proper gad contiguous towns) whieh from the economic 


point constitutes one market, inthe scnse that the same supply and demand 
factors tend to oporate., throughout the entire’ territory. 


The tows listed as, coustituting the marketing area are contiguous 
40 St. Louis and:are sapplied .by hondlers ‘who operate in several towns in 
the aren, so-that the,price in St. Louis affeéts the price in the other . 
towns. None of these. towns is 80 ségregated that it has its own peculiar 
supply and demand; factors that aro unaffected’ by the supply and demand 
condi tions in. the rest.of.the area. The tendlers: of milk in these towns 
-enter into competition with the handlers of milk in the other towns. Three 
handlers, who sell; more than half of thé milk’ ‘sold in the marketing area, 
operate in most. of the towns. Most of the rest of the milk is sold -by 
“handlers who: operate in several tovng hin the area so that there is a close 
competitive relation between the Karidlcrs' who will be subject to the pro- 
posed marketing agreement and order for this marketing arca. Any producer 
price set for St. bovis. would affect materially the price at which all of 
these handlers would, buy..their mit. ‘Suis fact becomes evidentsupon GOS. 
sideration of the market.situation,as it would exist if a portion of the 
market were exempted from the provisions of the proposed marketing agree- 
ment and. order. For example, if the marketing arca were restricted to. the 
eity of St. Lowis, contain handlers/would handle “ilk not only. in the city 
of St. Louis but in contiguous Long would be subject to regulations, while 
handlers who do not handle milk in the city of St. Louis would not be. sub- 
ject to the proposed marketing agreement and order, even though they compete 
_ with the afore-mentioned handler, and thereby affect the interstate com- 
‘< tlerce in milk inthe particuler, town in which they handle milk. 
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These latter handlers, being free to buy their milk as they choose, would 
secure 2 competitive advantege which would affect and burden the interstate 
commerce in milk not only in the town exempted from the marketing egreemont 
and order, but also in the city of St.*Louis. For example, the proposed 
marketing agreement and order stipulates the price which handlers must pay 
producers for milk sold in the marketing area. For ell sales outside the 
marketing area, the handlers pay to producers a price which represents the 
going price outside the marketing area as ascertained by the Market Admin- 
istrator. Thus, if an appreciable portion of the milk'were sold in towns | f 
contiguous to, but not included in, the St. Louis Marketing Area, the price , 
received by producers supplying the St: Louis Marketing Area would be 

reduced if handlers not subject to the proposed marketing agreement and 

order to such contiguous towns endeavored to’ secure a competitive advantage. 
through reducing the price they pay producers for milk, 


In recent months differences in the health and sanitation regulations 
governing the sale-of milk in the city of St. Louis end in the remainder of 
the marketing area, have. resulted in higher prices being paid for Class I 
milk sold for consumption in St, Louis than in other parts of the marketing - 
area. Such differences in the health regulations should not make it nec- ' 
essary to change the marketing area specified in the proposed marketing 
agreement and order, The minimum Glass I prices provided in the proposed . 
marketing agreement and order. are for milk sold in any portion of the mar- 
kéting area. If any portion of this area has higher health and sanitation 
standards governing the sale of.milk for consumption as‘whole milk, than 
another portion, the. difference may be taken account of ‘by the payment of 
premiums. This is the method in use at the present time, 


The Agricultural Marketing Agreement Act provides that proposed 
marketing agreements and orders can be applied only to that milk which enters 
into interstate or foreign commerce or which directly burdens, obstructs, or 
affects interstate or foreign commerce. The commerce in milk in the St. 
Louis Marketing Area, as defined in the proposed marketing agreement and 
order, is, as has been shown, definitely interstate in character, or burdens, 
obstructs or affects the interstate commerce in milk in this area. Thus, 
three handlers in-the city. of St. Louis handle approximately 65% of the milk 
sold in the market as outlined above. These three handlers handle milk that % 
moves across State lines and operate in most of the towns enumerated as con- 
stituting the marketing area. ; 

Besides these three handlers there are other handlers in these towns 

who distribute the milk they handle in both States. These facts demonstrate 
conclusively that the commerce in milk in the cities and towns contiguous to 
the city of St. Louis, and included. in the St. Louis Marketing Area as defined 
in the proposed marketing agreement, and order, is not only an integral part of 1) 
the commerce: in milk in the city of St. Louis, but is also definitely inter- 
state in character. pened, ae 


B. Other definitions. 
"Person" means any individual, partnership, corporation, association, 


or any other business unit. [In the milk industry practically all types of 
business organization are to be found, Hence, in order that all handlers 


were ‘such. that they were subject to regulation... 
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_, subject to regulation in a milk market may be regulated, it is necessary that 
“all possible. types of business organization be specified and the proposed 


marketing agreement and, order be made applicable thereto. If this were not 


done, some persons would be exempt from ithe provisions of the proposed 


marketing agreement and order, even. though the character of their business 
This would operate to cause 


the regulation as spects: of the. proposed. marieting agreement and ‘order to be 
very’ ‘discriminatory among persons,: and.it is to abviate ‘this inequitable 


> 
- 


“result” that "person" is so.defined:.as to: cover: elie ieee: ore ieee Ss organiza~ 
tons, . de Bie Meu nated :: £9 cere ee) 
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"Producer" means any person, -irrespectivé’ of whether any such person 
is also a handler, who.produces milk and delivers it to a handler in 
conformity with the: health regulations as applied and enforced by the proper 
authorities with ‘respect to milk which is sold for consumption in the form 
of milk in the Markoting Area. Milk which does not meet these requirements 
cannot enter the St. Lowis Marketing Area as milk, and hence the handlers of 
“such milk should. not: be subject to any Proposed Marketing Agreement end 
Order relating to such’ milk. But all milk which is consumed or is aveilable 
for consumption in the St. Louis Marketing Area and meets the health require— 
ments is in actual or potential competition with all other such milk and 
handlers of such milk must be subject to any Proposed Marketing Agreement and 
Proposed Marketing Agreement and Order to regulate all such milk. 


"Handler" means any person, who purchases or receives milk from pro- 
ducers, association of producers, or other handlers, all, or a portion of 
which ig sold in the Marketing Area, and who on his own behalf or on the 
behalf of others engages in such handling of milk as is in the current of 
interstate commerce or which directly burdens, obstructs or affects inter~ 
state commerce in milk and its products. 


One of the major objectives of this Proposed Marketing Agreement and 
Order is to place all distributors on @ comparable basis with respect to 
the purchase price they are required to pay for milk sold in the several 
use classes, In order to do this, competitive factors in the market must 
be controlled and directed so that the market operates efficiently and 
losses engendered by unrestrained, unfair competitive factors and practices 
are eliminated, In order that this major purpose of the Proposed Marketing 
Agreement and Order be accomplished all persons involved in the handling of 
milk and its products in interstate commerce or so as to obstruct, affect or 
burden interstate commerce must be subject to the Proposed Marketing Agree~ 
ment and Order. iany physical and legal types of business setups and organi- 
zations are found in fluid milk markets. Hence, the definition of a handler 
must be broad enough to include all those persons who are in competition 
with each other so that no provision will be discriminating in its affect. 


"Delivery period" means the period from the first to the last day of 
each month, both inclusive. It has been the custom to pay producers in the 
St. Louis market on a monthly basis. Because it has so been the custom and 
also because it is not an unreasonable length of time for peyments to run, 
the delivery period for this Proposed Marketing Agreement and Order is defined 
as above. 


C. Market Administrator and provisions relating thereto. 


1. Selection, removal, and bond.- In order that the Secretary can 
be assured that the administration of the proposed marketing agreement and 
proposed order is being carried out without any bias in favor of or against 
any group in the St. Louis Marketing Area, it is necessary that he a point 
the Market Administrator, This procedure has been followed in all Federal 
milk licenses, due to the fact that it has proven more feasible than other 
types of administrative Organization. The person selected needs to be one 
of wide experience and one with complete understanding of the Proposed 
Marketing Agreement and Proposed Order. In Order further to insure unbiased 


edministration of the Proposed Marketing Agreement and Proposed Order, it 
is necessary that the Market administrator, selected by the Secretary, be 
subject to removal by the Secretary and only by the Secretary. For further 
_.assurance-to all concerned of the faithful and honest performance by the 
Market Administrator of his duties, the Market Administrator is required to 
execute and deliver to the Secretary e bond in such amount as the Secretary 
may determine, with surety thereon Geepurastoee to the Secretary. 


: co. Compensation.- The Secretary, who selects the Market Adminis— 
rath. should also be the one to determine a reasonable compensation for 
the Market Administrator he selects The Market Administrator, being 
necessary for the proper atest on of the Proposed Marketing Agree- 
ment and Proposed Order, his salary is considered an expense of adminis- 
tration. 


.3- Duties.- In order that there shall be proper administration of 
the Proposed Marketing Agreement and Propos sed Order, the Market Administrator 
must; 


a +a. Keep such books and records ns will clearly reflect the financial 
transactions provided for in the Proposed Marketing Ag ereement and pases (ie 
Order. 


In order for the Secretary to be assured, and to assure producers and 
handlers of proper administration of the Proposed Marketing Agreemént.and 
Proposed Order, the books and records of the Market Administrator must be 
", subject to his examination at any and all times. Only by being so assured 
,.Can the Secretary know definitely that the Prone aed Marketing Agreement and 
_ the Proposed Order are effectuating the policy of Congress’ as stated.in the 
Agricultural Marketing Agreement Act of 1937. 


be. In ordér to assure that his duties, for which the Secretary is 
responsible, are being properly carried out execute and deliver to the 
Secretary a bond conditioned upon the faithful performance of his duties, in 
an amount and with surety thereon satisfactory to the Secretary. : This Pee 
vision merely gives effect to the well-recognized business principle that 
employees or either private or governmental agencies who handle money in the 
course of their dutics be bonded. This insurance being necessary to the 
proper administration of the Proposed Marketing Agréement and Proposed Order, 
the exepnse of such bond should be a part of the expense of administration. 


c. Publicly disclose’ to handlers and producers, unless otherwise 
directed by the SR NTR the name of any person who within 2 days after 


4 ‘the date upon which he is required to perform such acts has not: 


(1) Madé reports pursuant to article III of the Proposed Marketing 
Agreement and Proposed Order. Tnese reports are the only way in which the 
Administrator can determine in a reasonable length of time sales made by 
each handler in each class, etc, These reports are necessary in order that 
prices to producers be commuted by the Market Adminis SS and the purpose 
of the Proposed Marketing Agreement and Proposed Order be effcctuated. If 


the handler. pays his producers without filing these reports, other handlers 
and also the producers should be informed that that handler had not filed 
“reports and that the Administrator could not determine if the handler had 
paid the. correct price for his milk. If the producers are not so informed, 
_-thoy might assume that they had been paid the correct price. The adminis— 
Grater mast mouixe it known that he lind not verified the price paid, and. there- 
fore, wag not responsible for its correctness. | tunel ip 


_ (2) Made payments pursuant to article VI of the Proposed Marketing 
Agreement and Proposed Order. The Market Administrator obtains information 
to compute the price that shall be paid by each handler and also obtains 
information as to what price was paid. With no notice to the contrary, a 
producer might ossume that the price he received was the one to which he 
Wes ontitled, when, in fact, it might bo different from what the Market 
Administrator had computed as dDeing correct. Because the producer might 

‘make such an incorrect assumption, the Market Administrator must notify such 
producers that the prices paid by the handlers were not thosc. computed by 
the Market Administrator. All handlers will be in the same competitive 
position only if they pay the prices as computed by the Administrator. The 
other handlers in. the market, in order to be on cqual competitive terms, 
should know the nemos of those competitors who have not paid the correct 
price for thoir milk in accordance with the instrumont oll are supposed to 
observe. 


D. Inter-handler sales (section 2 of artivle IV of the Proposed Marketing 
Agreement and Order). . 


The Proposed Marketing Agreement and Order provides that. milk inclu- 
ding skim milk sold or delivered by a handler to another handler,.and milk 
sold by a handler to a person who is not a handler and who distributes milk 
or manufactures milk products, shall be classified as Class I milk; Provided, 
that if the gelling handler on or before the fifth day after the end of the 
delivery period furnishes to the Market Administrator a statement, which is 

s sLened by the buyer and the seller, that suca milk was used to produce a*pro- 
duct specified in Class II, such milk shall ve classified accordingly. 

: The Proposed Marketing Agreement and Order is designed to place-all 
handlers on 2, comparable basis with respect to the purchase price. they are 
required to pay for milk sold in the several use classes. -Thigs objective can 
be accomplished only by a close check on the ultimate use of -the milk, - The 
‘marketing of milk is very complicated and milk often passes through several 
handlers before it reaches the ultimate user. The handlers who purchase 

milk and cream are so numerous, of such varied character, and often so sporadic 
Ln their purchases that the Market Administrator would have, practically, an 
impossible task to perform to check each sale of milk and cream to other 
handlers. to be sure he knew the ultimate use of that milk and: cream. 


,Hence, the efficient and economic procedure is to charge the milk © 
sold to another handler at the Class I price at some point before it starts its 
devious routes to the ultimate consumer. But at the same time allowance is 
made .so. that the sclling handler, if he docs-soll tho milk for other uses 
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than Class I, is charged the prices applicable to such use. In this way only 
can the Administrator be sure that the milk sold by all handlers, costs each 


handler the same. ; , sa? Nae f Vics 


: les outside the Marketing Area (section 1 of article V in the Proposed 
Marketing. Agreement and Order). bane Se pope: 


The Proposed Marketing Agreement and Order provides that. with respect 
to Class I-milk sold by a handler outside the St. Louis Marketing Arca, the 
price in licu of the price sct forth in section 1 shall be such price as 
the Market Administrator ascertains is being paid to farmers for milk of 
equivalent use in the market where such milk is sold, subject to.a reasonable 
adjustment on account of transportation from the plant where such milk ig 
received from producers to the plant where such milk igs loaded on wholesale 
and retail routes. : 


ihe Some handlers who purchase milk from producers, as defined in the. 
Proposed Marketing Agreement and Order, sell milk not ionly in the St. Louis 
Marketing Area but also in markets outside said Marketing Areae The Proposed 
Marketing Agrecment and Order is designed to regulate and sect prices to be 
paid for all. milk purchased by handlers from producors delivering to handlers 
handling milk in the St. Louis Marketing Arca. But ,\because most of the hand- 
lors in those markcts outside the St. Louis Marketing Arca are not subject to 
the provision of the Proposed Marketing Agreomont and Ordor, the Class I price 
named in the Proposed Marketing Agrooment .and Order may put those handlers who 
are subject to it (except in those markets wnere marketing agrcoments and 
orders oro.in effect) at a disadvantage (or an advantage). with their compoti- 
tors operating in other markets with respect to the prices paid for Class I 
milk... Thus it would be inequitable to apply the Class I price as stated in 
the Proposed Marketing Agreement and Order to such sales of milk if such: pro- 
cedure did create such a situation. Neither can the price be left open to 

the discretion of the handler, for that price applics. to..some milk of pro- 
ducers who are supplying the St. Louis Marketing Arca and so affects the 
prices to them. The economic procedure, then, is for the Market. Administrator 
to ascertain what prices other handlers operating in those outside markets 

are paying for their Class I milk f.o.b. the market and charge those. handlers 


subject to the Proposed Marketing Agreement and Order, the same price. 


4 transportation adjustment on such milk gold outside of .the Markete 
ing Area is, of course, necessary in order to equalize the cost of milk to 

handlers, for practically tne same reasons that transportation adjustments 

are allowed on milk gold in the Marketing Arca. 
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F. Class price adjustments. (sections 2 and 3 of article V of the Proposed 
Marketing Agreement and Order) ‘gales f 24 ) 


le. The Proposed Marketing Agreement and Order provides that with - 
respect to Class I milk received by handlers at plants’ located outside of 
the jiarketing Aren, there shall be: deducted the following amounts: for 
plants located within twenty airline miles from the City Hall in St»: Louis, : 
16 cents; more than 20 miles but not in cxeess of 30 miles, 1% cents: more 
than 30 miles but not in excoss of ho, e0 cents; and for each additional 10 
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miles in excess of 4O miles, and additional 1 cent:° Provided; that Class I 
milk shall be considered to have been delivered at those plants within and 
nearest to the Marketing Area. 


The $ .16 per hundredweight deduction in the first zone represents an 
allowance to cover the costs of shipping this milk from the station to the 
“city and also to cover costs of operating the station. The additional 
deductions for the other zones represent the additional transportation ' " 
Costs necessary to ship milk to the city from these zones. ee 4 


Over 50% of the milk received in the St. Louis Marketing Area is | a 
shipped direct from farm to the city of St. Louis. The rest of the milk 

is first received at country stations and then reshipped to the city. . The 
handler who operates a country station takes title to the. milk at the country 
station. From that point where he takes title any deduction that he makes 
accrues to him and so affects his cost of milk. Hence, any deduction which 
affects the cost of milk to handlers must be prescribed in the Proposed: 
Marketing Agreoment and Order, for it is one of the major objectives of the 
Proposed Marketing Agreement and Order to make the costs of milk to handlers 
-uniform for each use. The handler who takes title to ‘the milk at the city 
has his price sct f.0eb. the city and no deductions are prescribed, for the 

* milk belongs to the producer until it reaches the city. 


If a handler who operated a country station deducted more than $616 
per hundredweight, any gains thereby would accrue to him. But if the hauler 
- who received the farmer's milk at the city made an additional deduction from 
the producer, that deduction would not affect the costs of milk to the hand-— 
ler but only the cost of hauling for the producer, and so does not have to be 
provided for in the Proposed Marketing Agreement and Order. ; 


<, The Proposed Marketing Agreement and Order provides also that 
with respect to Class II milk received by handlers at plants located out— 
side the Marketing Area there. shall be deducted 15 cents per: hundredweight. 


Although all of the milk sold for Class I uses is shipped to the city 
as fluid milk, much of the Class II milk is processed into cream, butter or 
other products at country plants. Since the costs of shipping such products 
are much less than for the whole milk from which they are obtained, the \ 
difference in value of milk for such uses received at country and city. e 
plants is considerable less than for Class I milk. 


It is provided that Class I milk shall be considered to have been 
delivered at those plants within and nearest to.the Marketing Area, in. 
order to prevent (1) the uneconomic movement of whole milk to the city from 
distant areag when milk is readily available at sources nearer the market 
or (2) the claiming by a handler that milk received at his more distant © 
stations was used as Class I whole milk received at the City plant when 
such milk actually was used as Class II milk or should have been go used. 
if operations were efficient.: ee ee a 


lt) eh 
Ge. Reports of handlers. 


Article III of the aigayaneeetctl marketing agre ament and Ace sets 
forth three types of reports which handlers are required to submit and.” 
provides for the verification of these reports. . The necessity for all 
these reports and for their verification becomes apparent with the: 
realization of the nature of a milk market and practical: operating 
problems which arise in making effective the class prices and the pay- 
ments to producers. 


Section 1 requires handlers to submit reports on or before. the 
5th day after the end of each delivery period showing, in such detail 
and form as the Market Administrator discovers to best.fit the partic- 
ular conditions, (a) the receipts of milk at each plant from producers, 
(b) the receipts of milk at each plant from handlers, (c).the milk (if 
any) produced: by him and (d) the utilization of all receipts of milk for 
the delivery period. With this information the Market Administrator 
is able to deturmine the classification of all milki received by each 
handler and the’ minimum blended avorage price f.o.b.: the city that 

each handler is required to pay producers for.his milk. - 


Handlers are also required to submit to the. Market Administrator 
on or before. the 20th day after the ond of each delivery period their 
producer payrolls, which shall show for each producer (a) the total 
delivery of milk with the average butterfat test thereof and (b) the 
net amount of such producer's payments with the price, deductions and 
charges involved. These records enable the Market Administrator to 
ascertain: whether or, not producers are receiving the ein te to which 
they are entitled under the order. 


With re Seen: to any producer for whom abe ing fee cae is not 
in the files of the Market Administrator and with respect to a period. . 
or periods of time designated by the Market Administrator, handlers are 
required, if requested by the Market Administrator, to, report within 
ten days (a) the name and address of cach producer, (b) the total 
pounds of milk delivered, (c) the average butterfat test of milk de- 
livered, and (d) the number of days woon which deliveries were made. 
Such reports enable the Market Administrator to determine trends: of 
deliveries by individual producers, trend in the number of new pro- 
ducers entcring the market and other trends that occur under the ’order, 
information which is necessary in the proper: administration of a mar- 
keting program. 


They are also required to report on or before the 5th day after 
the effective date of the proposed marketing agresment and.order, a 
schedule showing the transportation rate being charged for the trans- 
portation of milk from the farm of each producer to such handlers 
plant, Any changes in these. eg raves mus.t we be pe eA 
-Within 5 days after being:made. : 

Section 2 provides that handlers shall submit to. the Market: 
Administrator or his agent records which. are necessary: for the vri- 
fication of information contained: in all reports... The importance: of 
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routine verification of all reports is readily understandable in view 

of the intricate and detailed transactions which are inherent in the 
milk business. With respect to auditing reports and books of handlers 
the Federal Trade Commission has drawn some conclusions from its recent 
investigation of milk marketing. In its summary report to Congress the 
‘Commission states that "Reports and adequate audits of milk utilization 
are essential to all milk-settlemont plans wherein the use made of the 
milk is the basis for arriving at pricos to be paid producers. "17/° It 

. is pointed out in this report that in some markets "distributors ‘have — 
engaged in mumerous practices ininical to the interests of producers which 
an adequate sudit would have disclosed. "18 / For oxomple, the Commission 
reports the following type of abuse and unfair practice on the part of 

; handlers:19/ 


| "In October 1934 the total Class I sales and Class. I 
purchases of five Philadelphia distributors whose records - 
did not show utilization by all classes, and the amount of 
heir underpayments to producers, were as follows: | 


Class"! ‘sales ~ | | 1,494,069 qts; 


Milk purchased at Class I price 1,314,325 qts. 
Class I sales in excess of Class I purchases’ 179,744 °". 
Underpayment: re: 
Total ) $5,360,052" 
Per quart in ald Class T’ sales CUcénts) «<= “.S59r- 
Per quart in Class I sales in exce'ss of: ae 
Class I purchases (cents) ; 2.98" 1 


"In addition to the foregoing five companies, the Commission 
obtained the utilization by classes from the records of cleven dis~ 
tributors. For this latter group, it is possible to show the quantities 
‘of Class II and Class III milk sold as Class I, and th e amount of under- 
‘Payment to producers these transactions involved for October 1934: 


Class I sales (18,713,397 gts. 


Milk purchased at Class I price 18,304,337 " 
Class I sales in excess of Class I purchases 409,060: " 
Amount bought as Class II 402,584. " 
_ Amount. bought as Class III | we O36 676) i 
‘Underpayment: _ $10;562361 
Per quart on all Class I sales (cents) ‘O56: 
Per quart on all Class I sales in oxcess ses ae 
of Class I purchases (cents) | aioe 


Under payments to producers by these sixtoen Philedelphia © 
companies for October 1934 were as follows: Ta ee, 


17/ House Document No. 94, 75th Congress, lst Session, « report en- 
titled "Summary Report on Conditions With Respéct to the Sale and Distri- 
bution of Milk and Dairy Products." 1937, pp. 23-24, 

bel nid. peer ne pe Bice anes Sh 

19/ House Document No. 152, 75th Congress,: lst’ Session, Report of 
Federal Trade Conmission on Sale and Distribution of Milk Products, 
Connecticut and Philadelphia Milksheds, p. 174. 


Total $15,928.15 


Per quart on all Class I sales (cents) .078823 
Per quart on all Class I sales in excess of 
‘ Class I purchases (cents) : q+ 20517 " 


ay table 39 a summary of audit adjustments in the BAutee Merce t= 
ing Area for the poriod March 16, 1934 to July 31, 1936 is presénted. 
During this period certain handlers underpaid producers by the amount 
of $155, 607.52 while other hendlers overpaid producers $72,932.664 - The 


a 
balancing of such over- and underpaynents show that there was a net 
in underpaynent to producers of $82,674.86 for the period, wnich amountad 
to. an average underpayment por pay period of $1,450.44 for the market 
» as. a.whole. Conditions with respect “to auditing and accounting methods 
moy be regarded as more favorable in the Boston Marketing Area.than in 
st otner fluid milk markets during this period because the market 
was Operating under Federal Regulation pee required the keeping of 
fsetematic accounts in order to make the necessary reports to” the 
oe Administrator. 
Table 469 Boston, Massachusetts:- Audit Adjustments, March 
16,1934 to July 31, 1936. 
Class I and . Amount : 
___Glass I] adjustnonts. |" {7 “Goigi” Average I7 
Net debits to individual ‘ : 
handlers ° t $155,607.02.'' * 62, 729.90 
Net eredit to individual Hy 
handlers Vy Dans OO ne, Lelie Oe 
Not debit - all handlers | § 82,674.82 : $1,450.44 
1/ Average per semi-monthly auditing period. 
Com>iled from reports in the office of the Market Administrator 
“ tg be Where errors both wilful and accidental may so readily creep — 
a ie in and affect the returns to producers, successful operation of a mar 
Vv, eerie : 
dy keting agreement and order will depend to a large extent upon the ex- 
* tent to which the Markct Administrator assures himself of the correct- 


ness of the figures supplied to him in the reports made by handlers and 

of the correctness of the sampling, weighing, and testing for butterfat 

of the milk which is delivered by producers. Such routine verification 

is thus extromely necessary for the effectuation of the Prov S sions of the 
a proposed marketing agreement and order. 


TI, = 


H. Computation of Uniform Price for Each Handler 


Section 4 of article V provides for the calculation of unifom 
prices, f.0.b. tho marketing area to be paid producers by cach handler 
as follows: ( 


; 1. imultiply the handredweight of milk in each class, computed 

= ° 4 . * oS on x SAS ‘. 
in accordance with section 3 of article IV, by the respective class 
price; 


2e Sudtract, if any milk was received at plants outside the mar- ) 


keting area, an amount computed as follows; multiply the hundredweight i, 
Of, milk received at each such plant and used as Class I or Class II dy., 


the applicable adjustment scot forth in s ections 2 and 3; 


Se Add, if any milk wns received at plants outside the marketing 
area, an amcunt.computed as follows: multiply the hundredweight of milk 
received at cach such plant by the applicable adjustment set forth in 
section 1 (b) of article VI; 


4, If, in the verification of the reports from handlers, the 
morket administrator discovers error in the reports submitted by any 
handler or errors in payments to producers, for any previous delivery 
period, there shall be added or subtracted, as the case may be, the 
amount necessary to correct such crrors. 


Se Add, if a fraction of a cent was deducted from the unifom 
price for the previous delivery period, an amount computed as follows: 
maltiply the hundredweisht of milk received fron producers during said 
period by said fraction: 


6. Divide by the hundredwoight of milk received from producers; 
and 


?» Subtract the fraction of a cent, if any 


This mothod of procedure is substantially the same as that provided 

in Order No. 3 for this market, which has proved to be satisfactory in this 
respecte The amount added under paragrapn 4 is later subtracted: in Making 
payments to producers. It is added in order to determine a pool. price,-f.0.b. 
the marketing aren which will result in the proration to producers of all ge 

ney to be paid by. cach handler for milk received when each producer is 
paid the pool price, f.0.b. the city less any applicable location adjust- 
sent provided by paragraph (b), section 1, of article VI,. for all milk de- 
livered. ‘by hin to each handler's plant. | 


Special provision is made for handling fractions of a cent in deter- 
mining the pool price. The amount of money involved in dropping the « 
fraction of a cent if any in one pay period is added to the amount that 
handlers are required to pay for nilk the following pay period before dcter- 
mining the average or pool price for each handler. 


ay 


A definite procedure is also provided for handling errors in payments 


to producers, 


Section 5 of article V provides for a deduction of one cent per hun- 


_ dredweizht in the uniform prices to be paid by each handler, for each 
1,000,000 pounds that the total receipts in the market exceed 30,000,000 


pounds in any delivery period but in no case can the deduction de more than 
11 cents per hundredweisht. Such a deduction becomes necessary because of 
the wide seasonal variation in receipts of milk in the St. Louis Marketing 


_ Area. Similar deductions have been made during the flush season of both 


1936 and 1937. An amendment to Order No. 3 which became effective on 
April 17, 1936 and romained in effect for 90 days, provided for a deduction 


, of 10 cents per hundredweight on all milk received by handlers. In 1937 
handlers in this market reduced the price on Class I milk 10 cents per 


hundredweight during April, May, and June, ~ the flush months of the year. 


vu 


These spring price changes in 1936 and 1937 appear to have been favorably 


received by both producers and handlers. At the hearing held on the amend- 
ment (No. 1) to Order No. 3 handlers maintained that the cost of handling 
milx during the flush season, when receipts are large, is greater than at 


Otner times of the year. Furthermore, if prices are not decreased during 
the flush scason, handlers may drop some producers and these producers 

may endeavor to sell their milk to handlers at lower prices than those pro- 
vided in the proposed marketing agreement and proposed order. 


A sliding price scale is provided because it is impossiole to satis- 
factorily predict the receipts of milk in this market during the flush oro- 
duction months of any year. If receipts do not exceed 30,000,000 pounds a 
month in any year that this proposed marketing agreement and order is in 


_erfect, 2 spring price drop would probably not be justified. 


1. Payments for milk. 


Article VI of the proposed marketing agreement and order provides 
that the uniform, or individual handler pools-ipricestvo.bsastsPiouls, for 
milk containing 3.5 percent of butterfat calculated under section 5 above 
shall be paid to each producer on or before the 15th day after the end of 
each delivery period. ‘The requirement that all handlers must pay for their 
milk within 15 days following a delivery period assures producers of prompt 


.payment for milk and prohibits handlers from using the credit of producers 


to finance their business.. It prevents some handlers from gaining an ad- 
vantage over other handlers by delaying payments to producers when their 
competitors pay promptly. Furthermore prompt payment is necessary in order 
for the administrator to determine the compliance of handlers. 


. Payments for milk containing more or less than 3.5 percent of. butter-— 
fat are to be made by adding to or subtracting from the uniform price, as 
calculated under section 5 above, 4 cents for each-one-tenth of 1 percent 
variance. 


‘Provision is also made for deducting from the uniform pricect., ob 


the city, specified location differentials on all -milk delivered by pro- 
ducers to country plants. These differentials are intended to correspond 


as closely as possible to the average difference in cost of transporting 


‘nT 


milk from the farm to country stations in each. respective zone compared 

with delivering it to milk plants in St. Louis. Every producor is, of course, 
free to deliver his milk to either a city plant or a country plant. Ii a 
producer's extra costs of delivering his milk to a milk plant in the city is 

less than the specified location differentials he can be expected to deliver € 
it to the city plant. ‘These location differentials consequently have a 

natural economic basis. Ee ais er . 


It is, further, provided:in section 1 that a handler shall pay to ey 
producers who are members of a bona fide cooperative milk marketing association 
a premium of 4 cents per hundredweisht over the uniform price paid by such ye 
handler. This premium to be paid to members of vdona fide cooperative milk 
marketins associations recomnizes the extra value to handlers of milk supplied 
to them through a cooperative association. In the first place, such an 


association by organizing economical sources of supply for Handlers allows 


such handlers to procure their milk with a minimum of effort and expenditure 
or money and eliminates the expense of maintaining producer contacts and re- 
lations. The cooperatives in the aren have also been very active in educating 
their members. 


Every handler is, of course, free to make payments to producers in 
addition to those specified in the proposed marketing agreement and order. 
Section 2 article VI, however, requires that if such payments are made they 
misv bé On a uniform basis for all producers from which each hendler receives 
his milk. For instance, a handler may make additional payments in proportion 
to the hundredweight of milk received, butterfat content of milk received, 
unirormity of monthly receipts or some other factor of a similar nature. 
Additional payments, however, cannot be made to non-members of a cooperative 
organization without also making. them to members of a cooperative delivering 
their milk to handlers in this market. 


C4 


Expense of Administration (Article VII of the Proposed Agreement and Order). 


The Market Administrator must necessarily incur many expenses in 
administering the proposed marketing agreement and order. He must maintain 
a personnel sufficient to (a) compute periodically the prices to be paid by 
handlers to producers, and determine the adjustments from those prices, 

(0) record and sudit the sales reports of handlers, and (c) provide for 

contact work with handlers and other parties in the market. During the year ® 
ending June 30, 1937 the average cost of administration under Order No. 3 
was .382 cents per hundredweicht as shown in table 40. CB, 


Article VII of the proposed marketing agreement and order vrovides 
that eacn handler shall, as his pro rata share of the expense of administration 
hereof, with respect to all milk received from producers, an association of 
producers, or produced by him during the delivery period, pay to the Market 
Administrator on or before the 10th day after the.end of each delivery period @ 
that amount per hundredweight, subject to review by the Secretary and not to 
exceed 1 cent per hundredweight, which is announced on or before the 8th day 
after the end of each delivery period by the Market Administrator. A maximum 
deducvion of 1 cent per hundredweight appears reasonable since the actual 
cOst of administration under Order No. 3% during the year ending June 50, LoS 
was Only .882 cont per hundredveight. : 


Seger 


PRIBLT 49) ae), LOUIS, MISSOURI: . Expenses of sfministration 


under Order No. 3, July 1936 —- June 1937 


Expenditure ; Amount 
are oes Dollars 
Auto 439.80 
Auto mileage 1 1,395.75 
Auto purchase 350.00 
Dues and subscriptions 41.73 
General expense VOreco 
Insurance 368.91 
Interest BeOe 
Market Administrator License #35 14.30 
Marketing information 1 91,659... 34 
Office supplies and stationery 669.52 
Postage 294.90 
Rent 900.00 
Salaries ' 19,984.00 
Taxes 2009 
Telephone ond telegraph OPO 
Travel Be04oo 
Various distrioutors a OyooCe re 

Total expenses | 1, 008.52 
Average cost per hundredweight 
of milk pooled 00882 
Income tah AES 0. 
Surplus 1,974.54 


A SRS AS A Oe et eS A OR: A RN ee ere nena 


Compiled from reports of the Market Administrator. 


- ZAG 
Unfair Methods of Competition. 


Article VIII provides that handlers shall not use unfair methods of 
competition in the rendering of transportation and other services to pro- : 
ducers. It has been found in some markets that some handlers have insisted € 
upon rendering the transportation service to their producers and charging 
them exorbitant rates for such services. Practices of this kind are pro- 
hibited by article VIII. 


